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BEYOND THE OPEN DOOR: U.S. POLICY 

AND ACCESS TO GLOBAL RESOURCES 



I . BACKGROUND 



Throughout the postwar era, U.S. foreign policy has pressed for 
lowered tariff and non-tariff barriers to world trade and the emergence 
of an open world economy. Both the Bretton Woods agreements and the 
GATT were designed to serve that objective. The IMF was to provide a 
foreign exchange system adequate to future growth of world trade, while 
the GATT committed its members to the principle of nondiscrlminatory 
trading and to pursuit of trade I iberal izaticn. But, although the 
Atlantic Charter referred to 

The enjoyment by all states, great or small, victor or van- 
quished, of access, on equal terms, to the trade and to the 
raw materials of the world which are needed for theTr eco- 
nomic prosper i ty' [Italics added), 

the focus of the postwar economic order has been upon access to markets 
and not upon access to supplies. "" 

Recent events, most particularly the politically-motivated use of 
export controls by most of the Arab oil-producing countries in October 
1973, have brought the question of access to raw materials supplies 
back to the forefront of global debate. Within the United States there 
has been continuing speculation about how to respond to a future Arab 
embargo and about what types of international norms of access to 

c k .* The Atlantic Charter, 19*1, in Wi 1 1 lam Appl eman Wi 1 1 Jams (ed ) The 
— a P m g Of American Diplomacy (Chicago: Rand McNally 6 Co., 1956) * p.TTV 

v n*'V h f ?r* 9 ' ns of the Postwar system and U.S. policy, see Gabriel 
K k °’ I h - e . Poetics of War (New York: Vintage Books, 1968) , esp. Ch. II. 
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supplies the United States should begin to foster. Each of these 
questions exists within a broader context of issues associated with 
managing global economic interdependence, the scope of redistribution 
from rich to poor nations, and strengthening the existing system of 
conflict management while broadening it to encompass ir ternat ional 
economic collective security. 

The following paper delineates the framework of a U.S. policy on 
access to global resources. Beginning from a discussion of the dimen- 
sions of the problem, it goes on to propose and assess alternative norms 
in view of U.S. interests both narrowly and more broadly definec, the 
interests of other countries, and nascent community interests. Finally, 
ir discussing how U.S. policy might pursue its preferred norms, the 
measures which could be utilized to deter or respond to any future Arab 
oil embargo will be evaluated. 
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II. DIMENSIONS OF THE PROBLEM 

Any attempt to delineate the dinensions of the access-to-resources 
problem immediately becomes enmeshed in controversies concerning the 
feasibility of U.S. energy independence, the likelihood of global food 
shortages, the prospect of natural scarcities in other non-fuel raw 
materials, and the probability that the success of the OPEC cartel will 
lead to additional successful raw materials cartels. A complete dis- 
cussion of these issues exceeds the scope of this oaper. However, to 
provide background for later analysis and to indicate that the need to 
consider appropriate international export control norms stems not only 
from the possible short-run use of the Arab "oil weapon," but also 
from uncertainties about long-run resource scarcities, a brief examina- 
tion of this resource debate is warranted. 

U.S. Energy Independence 

Near-term U.S. dependence upon imports of foreign oil, including 
growing relative dependence upon Arab oil, remains unavoidable. Both 
the prospect of continued Arab-lsraeli conflict and renewed Arab refer- 
ences to the possibility of politically-motivated production cutbacks 
or embargoes indicate, therefore, the need to articulate a U.S. policy 
on access to global resources. Over the longer-run, U.S. attainment 
of relative energy independence would be possible. To do so, however, 
by 1985-1990 would require sufficient political will and ability to 
reduce demand by both conservation and a shift to energy-saving pro- 
cesses and equipment and to increase domestic supplies by greater use 
of coal, off-shore oil, nuclear power, and shale resources. Yet, for 



HI -2148-DP 



4 

a variety of reasons, the outlook for relative independence is uncertain. 

These include political vacillation, resistance from environmentalists 

and others to increased reliance upon nuclear power and coai strip- 
... * 

mining in the West, investor uncertainty about the longer-rur. price of 
oil combined with governmental reluctance to set a floor beneath the price 

;V *V 

of oil substitutes, and limited movement toward the level of conserva- 
tion and energy- sav i ng adjustments that would be required. Given 
these factors, the near-term of United States vulnerability to the Arab 
"oil weapon" may be more prolonged than previously anticipated. 

Food Shortages 

Fo*- many countries the access-to-resources problem includes access 
to U.S. food and feed grains supplies in a time of periodic, recurrent 
shortages. Although some question arises whether coming decades will be 
characterized by such shortages, most agricultural economists foresee 
an unsteady balance between world supply and demand punctuated by 
periodic crises In which global needs clash with U.S. efforts to assure 
adequate domestic availability of such supplies at moderately stable 
prices. The changed world food situation during the next decades will 
be shaped by three factors: First, both population growth and higher incomes 

are Increasing demand. The latter is particularly exacerbating because 
increased income is accompanied by a shift to reliance upon meat as a protein 
source with concomitant Increased per capita cereal consumption. Second those 

3T- ; ■ 1 — — 

On resistance to strip-mining among Montana ranchers, see The New 
York Times Magazine , October 6, 1974. 

See recent decision of Colony Development Operation to suspend con- 
struction of shaie oil plant, The New York Times . October 5, 1974. 

,v ** The hew York Times . October 9, 1974. 
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global grain reserves and unused U.S. croplands which underpinned the stabil- 
ity of the postwar global food economy no longer exist. Third, critical 
inputs necessary to achieve greater yields on available land, e.g., fuel, fer 
tilizer, water and appropriate weather conditions, may very likely be unavail 
able periodically or available only at prices which preclude sufficiently 
widespread utilization.'' For these reasons, optimists notwithstanding, 
global dependence upon North America, and particularly upon the United 
States, as a source of residual agricultural exports to make up for 
periodic shortages elsewhere will increase greatly during the next 
decades. The probable clash between U.S. domestic interests and those 
of other nations illustrates the need to clarify international norms 
for export controls. 



Non- Fuel Raw Materials and Commodity Cartels 

Following Meadows and the Limits to Growth 'argument, some would 
contend that access to resources will dominate future international 
economic affairs as the world slowly "runs out of raw materials." Were 
this the case, heavy U.S. dependence upon foreign sources of vital raw 
materials, e.g., bauxite, chromium, cobalt, maganese, mercury, nickel, 
tin, tungsten, and zinc, would be a cause for concern But such dire 
predictions of naturally induced scarcities too quickly dismiss the 
likelihood that present and new technologies will permit a gradual 



See * e, 9-. the discussion in Lester R. Brown and Erik P. Eckholm, 

Food and Hunger- The Balance Sheet," Challenge, September/Octr ber , I97i», 
pp. 12-21*; Lyle P. Schertz, "World Food: Prices and the Poor,' Foreign 
a 1 ■ r — * y ° ] - 52 » No - 3 (April 1971*), pp. 511-537; Willard W. Cochrane, 
feast, or Famine: The Uncertain World of Food and Agriculture a nd Its Policy 
Implications for [he United States (Washington. D.C.; Nurinnai Pi^nu. L 
Assoc la t Ion, 1974)1 



6 
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shift from scarce to abundant materials, the development of new substi- 
tutes, more efficient use of lower grade ores, economies of use due to 
increased prices, increased recycling, and similar adjustments as have 
occurred in the past when a particular raw material became scarce. 

Thus, a more plausible conclusion is that "the United States is not 
likely to experience truly serious shortages of raw materials during 

the next thirty to fifty years because of projected population and 
economic growth." 

The outlook for scarcities artificially induced for economic or 
political reasons by commodity cartelization is somewhat more uncertain. 
Both sides in the current "commodity cartel debate" note how OPEC's 
apparent success has stimulated efforts to form cartels by other groups 
of raw materials producing countries, e.g., in bauxite, tin, copper, 
coffee, and even bananas. They agree also that low price elasticity of 
demand and supply, high market concentration, and an ability to coordi- 
nate policy and actions reinforced by the experience of past cooperation 
arc necessary conditions for successful cartelization. This agreement 
begins to crumble on whether these non-fuel raw materials are character- 
ized by the preceding conditions. How unresponsive to changes in price 
are supply and demand for materials such as bau^te, tin, copper, zinc, 
and nickel? Is the number of producers sufficiently limited? More 
importantly, even assuming that many if not most raw materials are so 
characterized, are the preceding necessary and sufficient conditions for 
a successful producer cartel? Must there also be shared political 



Aval 3nd "T' d C ' Redker ' "*>P<‘'«lon Growth, Resource 

z . 2 <h 1; E pp.‘ r °g?8^ a p. Q g?.' * * y -" ^ ican EconM " c *i. 
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values or will the mere ability to "get along with each other" suffice? 
Are large foreiqn exchange reserves necessary to allow a country to 
sacrifice .urrer.t revenues for future gains, or is the prospect of such 
gains enouqh in itself? How much did passive governmental and multi- 
national corporation responses contribute to OPEC's success? Can low 
consumer resistance be expected in the future? Definitive answers must 
await the outcome of current and future efforts to follow OPEC's example 
as well as of the OPEC cartel's long-term development. Until then, how- 
ever, some uncertainty about the impact of possible commodity carteliza- 
tion upon resource availability remains, even if the probability is for 
less success than pessimists predict/ Moreover, attention to develop- 
ing norms for access to supplies may serve to foster and legitimize the 

consumer resistance whose absence contributed significantly to OPEC's 

. ** 

rise to power. 



Interdependence, Economic Power and 
the Need for Norms 



Recent years have seen the growth of security and economic interde- 
pendence among Western advanced industrialized countries. Periodic con- 
flicts have been replaced by a "security community" within which the 
pmspect of military conflict is no longer a prime concern. During the 
same time, changes in communication and transportation technologies 



Representative of the "commodity cartels debate" are C. Fred Bergsten 
The New Era in World Commodity Markets," Chal lenge , September/October, 1974, 
pp. 34-42; Stephen B. Krasner, "Oil is the Exception," Foreign Policy. No. 

14 (Spring 1974), pp. 68-83; Bension Varon and Ken j 1 Takeuchi, ‘‘Deve loping 
Count^es^and Non-Fuel Minerals," Foreiqn Affairs . Vol. 52, No. 3 (April 1974), 

•jf 

See, Stephen B. Krasner, "The Great Oil Sheikdown," Foreian Policv tin 
13 (Winter 1973- 7A), pp. I23-.38; M.A. Adelmen, "Is the 0I~ Jt.g. 

O' 1 as 0PE £ Tax Collectors," Foreign Pol icy . No. 9 (Winter 1973-74), 

pp. 69-10^, esp. 79-82. * 
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have eroded the pre-existinc fragmentation of factor markets among 
these industrialized countries, creating an "interpenetration of econ- 
omies." Each development affects the dimensions of the access-to- 
resources problem. 

a 

On the one hand, reaction in both Japan and Western Europe to the 
imposition of a temporary embargo on soybean exports in June 1973 dn d to 
the general pattern of U.S. economic policy in the early 1970s indicates 
that economic ssues are one of the most crucial sources of potential 
disruption of the Western Industrialized security corrmuni ty . Continued 
cohesion of the Atlantic Alliance and the U.S. -Japanese relationship 
depends partly upon how the issue of access to U.S. agricultural commod- 
ities is managed. On the other hand, the growth of economic interde- 
pendence, eroding national economic autonomy because of the sensitivity 
of domestic economies to actions and events In other countries, necessi- 
tates the creation of joint institutions and practices within which to 
harmonize national economic policies. Even granting that the United 
States is relatively less vulnerable to a disruption of interdependence 
relationships, an unscrambling of those relationships now would have 
important costs. The development of norms for access to raw materials 
is necessary, therefore, lest a race for access, motivated either by 



i l. A ° n M e ^-° miC i nJ! rd ' pendenc !* see C - Fred Bersten, In association with 
John A. Mathieson, The Future of the International Economic Order: An 

Agenda for Research," in C. Fred Bergsten (ed.), The Future of the Int erna- 
— Economic Order (Lexington, Massachusetts: Lexington Books, 1973) 

PP- "59. esp. p. 1-33; Richard N. Cooper, "Economic Interdependence and 
Foreign Policy in the Seventies," World Politics , Vol. XXIV, No. 2 (January 

1972), pp. 59-179; Edward L. Morse, "Interdependence in World Affairs" 
(Mimeograph) . 
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fears of near-term vulnerability to supply interruption and uncertainty 
about the long-term availability or simply by erroneous calculations, 
eventuate in just such an unscrambling. 

One final aspect of the contours of the access- to-resources prob- 
lem should be noted. World politics has been dominated previously by 
questions of war and peace. The "soldier and the diplomat," to use 
Raymond Aron's summary, have shaped the ebb and flow of events. Two 
secular trends are likely to modify this preoccupation with military 
security in the next decades, thus causing new problems while creating 
new opportunities. First, as many have argued, an erosion of the 
traditional distinction between "high foreign policy" concerned with 
national defense and "low foreign policy" concerned with wealth and 
welfare is occurring. Put otiierwise, economic issues and the question 
of international economic collective security will increasingly have to 
be dealt with in defining and pursuing international peace and order.* 
Second, although i t appears somewhat extreme to corclude as Robert Hunter 
has done that "we are moving into an era dominated by economic power," 
it appears, nonetheless, that the decreasing utility of military power 
joined to the rise of economic issues to the top of foreign policy 
agendas augurs the increasing importance of economic power. From this 
dual perspective the question of access to resources, and particularly 






r . . S f e ’ e,g -* hooper , "Economic Interdependence and Foreign Policy"- 
Edward L. Horse, "The Transformation of Foreign Policies: Modernization, 
nterdependence and Externa 1 i zat ion ," World Politics Vol. XXII, No. 3 (April 
970), pp. 371-392, pp. 377-383; Richard N. Cooper, "Trade Policy is Foreiqn 
PoI| cy, Foreign Poli ty Number 9 (Winter 1972-73), pp. 18-36. 9 

711 on R °^ r ^ HU ' Ue U , ' Power , and Peace ’" foreign Policy Number 9 (Winter 1972- 

r - P ' r ’ P ; ? 8, See a,so Seyom Brown > " The Changing Essence of Power " 
Foretgn Affairs Vol 51, No. 2 (January 1973), pp. 286-299. ’ 
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it. current manifestation of how to react to the politically-motivated 
use of oil, takes on added significance. It represents the first arena 
within which U.S. foreign policy and the international community gener- 
ally must begin coming to terms with both the problem of international 
economic collective security and the regulation of economic power. 
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III. ACCESS TO GLOBAL RESOURCES: 

EXISTING NORMS AND DIVERGENT POLICY PREFERENCES 

To provide a foundation for delineation of a U.S. policy regarding 
access to supplies, it is necessary to examine the existing norms 
governing access to resources and to specify the range of policy pre- 
ferences and goals which are involved. 



Existing International Norms 

Turning initially to the politically-motivated use of export con- 
trols, an examination of the relevant norms provided by Article 2, Para- 
graph i» of the United Nations Charter, Declarations by the U.N. General 
Assembly, customary state practice, and treaty provisions leads to two 
conclusions: first, the normative status of attempts to influence other 

countries' domestic and foreign policies by export controls Is somewhat 
more ambiguous than references to the Arab oil embargo as "economic 
warfare clearly in violation of international law" would claim; and 
second, there is, nonetheless, sufficient basis within existing inter- 
national law from which a norm prohibiting such pol i t i c i zat i on of 

A 

international economic interaction could be developed. 

The most obvious norm is expressed by Article 2, Paragraph 4 of 

the U.N. Charter: 

All members shall refrain in their International relations 
from the threat or use of force against the territorial 
integrity or political independence of any state, or in any 
manner Inconsistent with the purposes of the United Nations. 



*As noted below, one of the most critical questions Is whether U.S. 
raw materials policy should seek the depoliticization of export controls 



and trade. 



i 2 
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The controversial question is whether "force 11 encompasses economic 
coercion. Even though the travaux preparatoi res do not explicitly 
support their contention, many jurists claim that Article 2 (4) pro 
hibits only "armed force."* More imoortantly, among legal scholars who 
argue for a less restrictive interpretation, holding that Article 2 (4) 
was intended to prohibit nore than the threat or use of a nation's organ- 
ized military capability, there is disagreement. Ian Brownlie, for 
example, proposes that, 

whilst it is correct to assume that paragraph 4 applies to 
force other than armed force, it Is very doubtful it 
applies .o economic measures of a coercive nature. 

To the contrary argue Jordan J. Paust and Albert P. Blaustein, following 
the McDougal -Lasswel I approach with its attempt to distinguish permis- 
sible from impermissible coercion. They contend that when the Preamble 
and Articles I and 2 of the Charter are Interpreted within a broader spec- 
trum of U.N. Declarations, "it is now possible to see that the use of 
economic coercion can violate the Char ter ."*** Even in an international 
system in which some degree of coercion Is unavoidable, Paust and Blau- 
stein contend that a contextual analysis of a particular Instance of 
economic coercion could indicate that It was so sufficiently intense and 
inconsistent with the purposes of the U.N. Charter as to fall under the 
Article 2 (4) prohibition. They claim, further, that the Arab oil 



Aft** 




***T7il . P, u l t and Albert P Blaustein, "The Arab Oil Weapon--A Threat 
to I n terna t*! ona I P peacet"^Amertcar^ dou rna 1 of ' sterna tion^jaw Vol . 68, No. 3 

(July 1974) , pp. 410-439, P- 4197 a,s0 see pp ‘ 415 423 * 

****lbid., P . 431, PP- 426-438. 
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t^ n g the U.N. Declarations to which Paust and Blaustein point to 
support their contention that Article 2 (4) encompasses more than "armed" 
force is the 1970 United Nations General Assembly Declaration of the 
Principles of International Law Concerning Friendly Relations Among 

States. This Declaration reads in part: 

no State may use or encourage the use of economic, pol I > a , 
or any other type of measures to coerce another State In 
order to obtain from it the subordination of the exercise 
of its sovereign rights and to secure from it advantages 
of any kind. 

Notwithstanding this declaration, whether intense economic coercion such 
as the Arab "oil weapon" clearly violates existing international norms 
is still disputable. Assuming a violation of other parts of the Decla- 
ration on Friendly Relations or of the U.N. Charter, would economic 
coercion exercised in self-defense or as a reprisal be permissable? 
Depending upon the particulars of the situation, could it be claimed 
and recognized to be so?** There is also legitimate doubt about the 
status of General Assembly resolutions and declarations as sources of 
international law.*** Finally, other General Assembly resolutions 
appear to erode the impact of the Declaration on Friendly Relations as 
a source of a norm prohibiting economic coercion. For example, in I960 
the General Assembly passed a resolution upholding "the sovere'gn right 



of every State to dispose of its wealth and natural resources. 






*U.N. G.A. Res. 262 5(XXV), October 2^ , 1970, GAOR, 25th Sess., Supp. 
No. 28 at 122-24 (A/8028) . 

**See e.g., Ibrahim F. I. Shlhata, "Destination Embargo of Arab Oil: 
Its Legality Under International Law," to be published In American Journal. 
of International law (November 1974). 

***Louis Henkin, How Nations Behave (New York: Praeger, 1968), pp. 165- 



173 - 



****U.N. G.A. Res. 1 5» 5 (XV) , GAOR, 15th Sess., December 15, I960. 



\u 
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And a 1972 resolution, after reaffirming both the right to control 
natural resource* and the prohibition on measures of coercion, went on 
to declare "that actions, measures or legislative regulations by States 
aimed at coercing, directly or indirectly, other States engaged in... 

the exercise of their sovereign rights over their natural resources..." 

k 

violated the Charter and the Declaration on Friendly Relations. This 
emphasis upon "full permanent sovereignty of every State over its natural 
resources a;.d all economic activities" was restated in the 1974 General 
Assembly Declaration on the Establishment of a New International Economic 
Order. ** Certainly it could be claimed that the meaning of "sovereign 
rights" does not include actions which impede the development by other 
countries of their natural resources or which clash with the growing 
community emphasis upon cooperative action to promote community goals 
of increased human rights and welfare, economic development, and social 
progress. From this perspective the Arab use of the "oi: weapon" or 
other instances of coercive manipulation of natural resources could be 
classified as detrimental to a more inclusive community approach to 
natural resource development and use.**" Nevertheless, noting this 
possible counterclaim does not resolve the issue; it serves only to 
indicate again the normatively ambiguous status of politically motivated 

export controls. 



*U.N. G.A. Res. 3016(XXVI1), GAOR, 27th Sess . , December 18, 1972. 
**U.N. Monthly Chronicle, pp. 66-69. P* 67* 



***$ee Paust and Blaustein, 0£. cU., PP- 420-423- 
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This ambiguity is enhanced once customary state practice is exam- 
ined. During the postwar era, the United States placed embargoes upon 
the sale of so-cailec! "strategic" goods to the Soviet Union, the Chinese 
People's Republic, North Korea, North Vietnam, Soviet Bloc <'<->untries of 
Eastern Europe, and Cuba. The Export Control Act of 19^9 authorized 
the President to prohibit or curtail exports "to further the foreign 
policy of the United States," to preserve "the national security" of 
the United States. This power to prohibit exports on grounds of U.S. 
foreign policy and national security was reaffirmed by the Export Admin- 
istration Act of 1969. At the start of the Cold War era, moreover, the 
United States used its economic and military leverage, formalized in 
the Battle Act of 1951, to pressure its Western European allies to 
cooperate in this embargo policy. These countries did so for a time, 
passing appropriate domestic legislation or relying on pre-existing 
law. Nor has the political use of export controls been solely a Western 
practice. The Soviet Union has utilized trade restrictions against a 
range of countries including Yugoslavia, Albania, Finland, and China.* 
Yet, to note, as has Gunnar Ad ler-Kar lsson in his definitive study 
of the subject, that "the embargo policy has been worldwide,"** does not 
resolve the question of its normative status, international law cannot 
be equated simply with "what states do" if it is to retain its status 
as law. Without a sense of reciprocally binding obligation, customary 






ft 

For a brief summary, see Klaus Knorr, Power and Wealth: The 

Political Economy of International Power (New York: Basic Books, 1973) » 

pp. 138-156. 

**Gunnar Adler-Karlsson , Western Economic Warfare, 19^7*1967 (Stock- 
holm: Almquist and Wiksel 1 , I 96 &) , p. 3. 



"1 
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SU " PraCt, “ iS onl '' ™r«ly systematic exercise of powe r."* 

Whether the poster prevalence of export controls utilited for political 
porposes exemplifies the creation of a legitimising norm or on|y 

exercise of poster within the interstices of the international legal 
system remains unclear. 

One farther relevant set of norms concerning export controls Is the 
provision of the Cenera I Agreement on Tariffs and Trade (GATT). Article 
I contains the mos.-favored-na, I on treatment provision, formalatlng 
the basic principle of nondi scr Imi natory trading relationships. Article 

" Pr0hi6;tS restrictions on imports or exports by the ase 

of qaotas, licenses, or other measares, subject to stated exceptions. 
Article 13 regaires that import or export restrictions be appl ied wi thoat 
discrimination against third countries. Article 20 enamerates "general 
exceptions," including the right to take measures "relating to the con- 
servation of exhaustible natural resources," and prohibits "arbitrary or 
unjustified discrimination between countries" in regard to such measures, 
finally, of central Importance to the problem of the normative status of 
export controis. Article 2, declares that the preceding Articles should 
not be construed "to prevent any contracting party from taking any action 
which It considers necessary for the protection of Its essential security 
interests. ..taken in time of war or other emergencies in International 
relations. Thus, although some would argue that the political use of 
export controls, and particularly the Arab oil embargo, violated the 



^. E vo?r ,?? d 
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provisions of the GATT, it appears necessary to agree with Richard N. 
Gardner that "it is ertremely difficult to discern anv coherent guide- 

;V 

lines for national policy."'’ The sweeping "national security" excep- 
tion of Article 21 serves to reinforce this conclusion. 

The international legal status of politically-motivated manipula- 
tions ot economic power and resource control thus continues to be a 
matter of much controversy. E\.en though a strong case could be made, 
based upon interpretations of existing norms, that such measures are 
Drohibited, a counterclaim could be established and buttressed by 
other suitable references. That clear norms governing economic coercion 
do not exist should not be surprising, for, as William Coplin has noted. 

To conclude that international law must adjust to political 
reality, therefore, is to miss the point, since inter- 
national law is part of political reality and serves as 
an institutional means of developing and reflecting a gen- 
eral consensus on the nature of international reality. 

The norms governing politically-motivated export controls are ambiguous 
because consensus on the place of economic coercion as an Instrument of 
stability and/or change within the present international system is lack- 
ing and divergent policy p~eferences exist. However, before examining 
those divergent preferences and interests, a brief consideration of norms 
concerning economically-motivated export restrictions is needed. 



'‘Pan*’ . and Blaustein, o£. ci t . , p. 426. 

**Testimony of Richard N. Gardner, Hearings, Joint Economic Committee , 
On Economic Impact of Petroleum Shortages , 93rd Cong., 1st Sess., December 
13, 1 9 7 !• * pp. 156-161, p. 157. 

***Wi 1 1 i am D. Coplin, "Law and Inter n»: ional Politics," reprinted In 
Pol 1 ti .s and the International System , Robert L. Pfaltzgraff, Jr. (ed.) 
(Phi ladelphia: J.B. Lippincott Co., 1972), pp. 524-561, pp. 560-561. 
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The main instrument regulating trading relations, including the use 
of export controls as an instrument of domestic economic policy, e.y., 
the June 1373 U.S. temporary embargo on soybean exports, is the GATT. 

As noted already, GATT provides a set of general rules to govern inter- 
national trade, commits the contracting parties to lowering trade bar- 
riers, and contains procedures for settling disputes over its provisions 
and mechanisms for the controlled employment of economic sanctions. At 
the same time, GATT provides a series of permissible exceptions to its 
rules.* In addition to the "national security" exception of Article 21 
noted earlier, several exceptions bear upon the issue of export controls 
for domestic reasons. Article II permits export prohibitions or restric- 
tions "temporarily applied to prevent or relieve critical shortages of 
foodstuffs or other products essential to the exporting contracting 
party." Article 20 allows for measures related to "conservation of 
exhaustible natural resources" and permits restrictions "essential to 
the acguisition or distribution of products in general or local short 
supply." Given these exceptions, the result is to "leave very little, 
if any, effective GATT policing of export control policy."' Thus, as 
in the case of politically-motivated export controls, the existing 
normative framework for the problem of access to supplies Is inadequate 
to handle the problems likely to confront the International economic 
system in the coming decades. 

'See, generally, John H. Jackson, World Trade and the L aw of the GATT 
(New York: Bobbs-Merr 1 1 1 Co., 1972). 

**lbid.. p. 502. 
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Access to Global Resources : 

The Stakes 

The stakes of the access-to-q loba I -resources issue vary with the 
perspective adopted. An examination of how the issue looks to the 
United States, to other industrialized nations, to resource-rich LDCs , 
to resource-poor LDCs, and to a nascent international community indi- 
cates the choices and constraints to be dealt with by a set of guide- 
lines for a U.S. approach to access to supplies. 

To U.S. policymakers, the issue of access-to-global-resources is 
a multifaceted problem, diversely affecting a range of U.S. interests. 
First, as a resource importer, likely to depend In 1985 upon imports of 
nine of the thirteen basic minerals, excluding oil, critical to a modern 
industrial economy, the U.S. has a clear interest in assuring stable 
supplie® of these resources. Abrupt supply shutoffs, whether for polit- 
ical or economic reasons, will disrupt the U.S. economy and slow economic 
growth. A preliminary FEA assessment of the impact of the Arab oil 

embargo suggests that it resulted in a $10-20 billion slowdown of the 

* 

U.S. economy and the loss of approximately 500,000 jobs. Similarly, 
uncertainty about the possibility of such abrupt disruptions and about 
the difficulties of substitution of materials undermines the necessary 
stability of expectations. The result may be postponed investment 
decisions, under-utilized capacity, or speculative buying and price 
fluctuations. Finally, the United States, as an oil importer, has an 
inte-est in fostering OPEC policies more sensitive to the disruptive 
national and I nternat ional consequences of excessively high oil prices. 

iV 

Federal Energy Agency, Impact of the Oil Embargo , (mimeograph). 
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Second, the emergence of the Uni ted States as the major residual 
source of agricultural exports alsc affects U.S. interests. From this 
perspective, access tc supplies requires that the interests of other 
countries in stable availability of U.S. agricultural commodities be 
balanced against sufficient availability of supplies for the domestic 
market and moderate price stability of those domestic supplies and 
their products. Nor is this the case only with U.S. agricultural pro- 
ducts. A comparable clash between the interests of foreign and domes- 
tic consumers is emerginy over supplies of coking coal. Pressures 

* 

for U.S. export controls on this raw material are also growing. 

Third, a U.S. approach to the issue of access-to-global-resources 
must not only take into account its divergent interests stemming from 
its position as both producer and consumer, but must also bear in mind 
that the United States is the leader of a security coalition among 
Western, advanced industrialized nations. Excessively narrow positions 
designed to protect U.S. producer interests can endanger alliance 
cohesion. For example, the disruptive impact of the June 1973 U.S. 
soybean embargo upon economic calculations in Western Europe and Japan 
was one further blow added to the "economic shock" of August 1971 in which 
poor handling o' economic relationships eroded political solidarity. 

Nor are adverse political consequences absent in those areas where both 
the United St»tes and its allies are interested In stable access at 
manageable prices tc other countries' raw materials. Intra-alliance 



*The New York Times. September 26, 1974. 
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clashes o>'er the prospect of a future Arab oil embargo and with the 
economic repercussions of high oil prices during the past year indicate 
the possibility of conflict. Significantly greater Western European 
and Japanese relative dependence upon Arab oil imports, as well as the 
prior renunciation by U.S. allies of pretensions to a global foreign 
policy roie, nade these allies both far less ready to have a consumer- 
producer confrontation and far more willing to alio/ their foreign 
policies to be influenced by the Arab "oil weapon." As long as mainte- 
nance of a stable security relationship with these countries remains a 
U.S. interest, the impact upon alliance cohesion of approaches to the 
access- to-suppl i es issue will have to be weighed in the balance. More- 
over, given its basic security interests in Western Europe, the United 
States must also be concerned about the implications of the four-fold 
increase in oil prices for European economic and political viability. 
Economic and political collapse in one or more of the weaker European 
nations would seriously affect the U.S. global stcurlty position and 
disrupt global economic interaction beneficial to the United States. 

Fourth, the question of access-to-global-resources touches signif- 
icantly upon the U.S. Interest In countering threats to U.S. Independence 
of action in world affiars. Absolute freedom of action Is clearly unat- 
tainable. But heavy dependence upon foreign, potentially unstable, 
sources of critical resources would be an additional constraint. The 
prospect of a future oil embargo, for example, need not, as it did in 
1973" 74, lead to a forced reversal of U.S. policy; but it could lead to 
a slow, almost imperceptible erosion of past policy positions. A dif- 
fuse sense of vulnerability would affect U.S policymakers much as 
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choices.' Thus . the access- to-g loba I - resources issue raises the ques- 
, ion of the extent to which a shift towards depol i t I ci zi ng international 
economic dealings would mean sacrificing a valuable U.S. foreign policy 
instrument. If it would, whether such depoli 1 1 cl tat ion should be the 

objective of U.S. policy is debatable. 

Sixth, the access- to- resources question is also tied up with a 
broader U.S. interest in narrtxving the gap between rich and poor nations. 
Support for the developmental efforts of the world's poorer nations 
rests upon a combination of concern about the conflict-producing poten- 
tial of a growing North-South division, diffuse humanitarian instincts, 
and responsibility to ourselves as a nation and to what we would have 
the United States stand for In the world. The Impact upon this Interest 
of alternative approaches, of a niggling or a more community-minded 
balance between U.S. producer and consumer demands concerning agrlcul- 

tural exports, will not be Insignificant. 

A U.S. raw materials policy will have to take into account not only 

the preceding range of U.S. Interests but those of other countries as 
well. Within the limited confines of this essay it is possible only to 
note briefly these other views of what is at stake. 

For the other advanced, industrialized countries, access to scarce 
resources, as noted earlier, means stable access at manageable prices 
both to critical minerals such as oil and to U.S. agricultural products. 
When the executive conmisslon of the European Economic Community calls 

Strategy Information Center, 197**) • 
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For the resource-poor LOCs, the newly-named "4th world," access to 
resources is partly an attempt to avoid becoming "spillover victims" 
uf politically-motivated embargoes or of cartelization and increased 
prices. Their potential conflict of interest with the resource-rich 
LDCs is tempered significantly, however, by vicarious identification 
with the resources power of those exporting countries. At the same 
time, access to supplies means access to U.S. food grains as insurance 
against crop failure and famine. In these countries as well, however, 
there is resistance to linking more stable and open access to U.S. 
agricultural commodities with more assured access to those natural 

"ft 

resources vital to the advanced industrial eocnomies. 



See, Barbara Ward, "First, Second, Third and Fourth Worlds," 
Economi st , Hay 18, 1974, pp. 65 ff. 
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IV. GUIDELINES FOR U.S. RESOURCES POLICY 

The overall purpose of U.S. “resources policy" should be the grad- 
ual development of a system of International economic collective security 
Such a system would comprehend norms and procedures within which to 
harmonize divergent claims to the world's resources and variously to 
regulate, rationalize, or limit the growth and/or effects of economic 
interdependence. Movement towards an international economic collective 
security system requires that three problems be handled: first, the 

coercive manipulation of economic dependency relationships, e.g., 
utilization of oil as a source of political power; second, decreased 
domestic economic autonomy in an era of the “interpenetration of econo- 
mies"; and third, broad agreement upon a conception of global economic 
equity without which any economic collective security system will be 
subject to revisionist pressures from both poor and rich nations. As 
the preceding examination of alternative perceptions of the stakes 
involved in the access-to-resources issue would indicate, preferred 
solutions to these problems vary. The following proposes a set of norms 
and procedures, therefore, from a U.S. policy perspective, but one 
broadly rathzr than narrowly defined. This attempt to base a possible 
US. resources policy upon self-interest blended with a larger community 
perspective is in the tradition of much of Twentieth Century U.S. foreign 
policy. 

| 

I Depol i t i c i zat i on of 

International Resources Trade 

- 

In the midst of the Arab oil embargo Richard Gardner argued that, 

At a minimum, the new rules (on export controls) should 
prohibit the use of export or other controls for political 
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'Gardner, o£. cit .. p. 158. 
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about U.S. manipulation of Soviet emigration policy by withholding M.F.N. 

ft 

status for Soviet exports should not be overlooked. Nonetheless, to 
argue that a norm depot i tici zing international economic dealings, partic- 
ularly the use of export controls to gain political advantages, would be 
a desirabie elaboration of existing international norms and purposes 
does not resolve the matter. Would U.S. interests be best served by 
support for such a norm? If depoliticization is desirabie, but inter- 
national agreement is unlikely to be forthcoming, should U.S. resources 
policy seek instead to foster a more limited consensus upon what types 
of politically-motivated manipulations of economic Interactions are 
acceptable? Or should it pursue acceptance of the more restrictive norm, 
while acknowledging limits to its universality? 

Acceptance by U.S. policymakers of a norm prohibiting the politi- 
cal iy-motivated use of export controls as a coercive Instrument would 
entail both a reversal of past practice and a willingness to forgo the 
possible political advantages that might accrue from the U.S. emergence 
as residual source of agricultural commodities. As noted earlier, U.S. 
cold war strategy included the embargo of sules of a broad range of 
"strategic" goods to the Soviet Union, the Chinese People's Republic, 
and various "Communist bloc" countries. Similarly, the United States In 
October I960 embargoed trade with Cuba, while decisions made in 1962 
prohibited imports of products of Cuban or partly Cuban origin.** But 

The New York Times , October 15, i 97^» - 

A* 

See, Anna P. Schreiber, "Economic Coercion as an Instrument of 
Foreign Policy: U.S. Economic Measures Against Cuba and the Dominican 

Republic," World Politics . Volume XXV. Number 3 (April 1973), pp. 387“ 
413, PP- 387-389, pp. 405-408. 
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this U.S. manipulation of trading relationships was not motivated in all 
cases by cold war calculations alone. By closely controlling U.S. food 
aid to India in the mid-1960s, President Johnson sought to force a 
change in India's agricultural policies." Between 1 960- 1 962 U.S. eco- 
nomic policies were used in an attempt to end the Trujillo regime and 
then to support a more democratic regime In the Dominican Republic.** 

The record indicates, however, that each instance of economic coercion 
had an extremely limited, if any, impact. Economic development in the 
Soviet Union, China, and the Eastern European countries was not signifi- 
cantly impaired, and Soviet military power continued to grow. As for 
the economic boycott of Cuba, the growth of triangular trade and depen- 
dence on the Soviet Union neutralized many of its effects. In any case, 
Castro s policy was unaffected. Similarly, the modest success In the 
Dominican Republic was due as much to the threat of force were an anti- 
democratic coup to occur as to economic coercion against the Trujillo 
regime and in support of its successors. Finally, recent events call 
into question the long-term results of Johnson's pressures upon India's 
agricultural policies. In assessing the costs to the United States 
of a norm prohibiting future political use of export controls, this very 
limited success of such past efforts should be borne In mind. 

By contrast, recent efforts to change Soviet emigration policy by 
linking M.F.N. status for Soviet e/ports to such liberalization appear 

' ~ 11 ■■■■■■■ i rnmmm m ■ — ■ ■ ■ m ■ ■ - 

See W.W. Rostow, Th e Diffusion of Power (New York: The Macmillan 

Co., 1972), pp. A 22-423. 

A "ft 

Schreiber, o£. cl t . , pp. 1|05-408. 

AAA 1 

See Schreiber, o£. cjt . , pp. kOk-kOS, p. *13. Generally see Knorr, 
Power and Weal th . pp. 1 38 - 156. 
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to have been a more successful attempt to manipulate economic transac- 
tions for political pjrposes. More importantly, the United States emer- 
^nce as the major residual supplier of agricultural commodities is seen 
by some as providing opportunities for the political manipulation of 
agricultural exports in support of U.S. foreign policy. Thus, William 
Schneider envisages, assuming proper preparatory measures, "the exercise 
of economic warfare in agricultural commodities as a routine component 

JC 

of U.S. diplomacy." According to Schneider, politically-motivated 
manipulation of agricultural exports wujld allow the United States, "to 
influence resource allocation within the Soviet economy" and otherwise 
demand quid pro quos from the Soviets. It would also constitute a 
multipurpose instrument in relations with various developing countries 
as a means of "improving [the U.S.] bargaining position vls- a- vls raw 
materials suppliers," "extracting military basing rights from otherwise 
reluctant nations," and "lnhib'ting alliances hostile to the Interests 
of the United States." In view of such proposals, the benefit for 
U.S. interests of a norm prohibiting politically-motivated export manipu- 
lation is arguable. Its ultimate desirability depends, thus, upon how 
useful an instrument of U.S. policy the ability to manipulate agricul- 
tural exports would be and what the costs are to the United States o. r 
making "economic warfare in agricultural commodities a routine component 
of U.S. diplomacy." 

*Schnelder, oj>. ci t . , p. 

A* 

Ibid . , p. 37, pp. 35“*i3 generally 

Ibid. , p. 39, P- '♦3- 
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These factors do create a Soviet vulnerability to U.S. interrup- 
tions of agricultural exports.** 

Nevertheless, ,, Is somewhat less evident that the threat of a 
U.S. agricultural commodities embargo would be "a viable means of diplo- 
matic inf, pence" over various LOC-s. Since moch discussion of the 
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United States. While these imports comprised 13-3 percent of their 
vota! supply, imports from the United States represented only 3-2 per- 
cent of a total world wheat market of 69. o million metric tons. Specif- 
ically, Saudi Arabia and Algeria are both heavily dependent upon imports 
from the United States. Thus in 1973 the United States supplied 225,000 
metric tons of wheat and wheat flour to Saudi Arabia or 63 percent of 
total Saudi imports, and 575,000 metric tons to Algeria or 51 percent of 
total Algerian imports. It is necessary, however, to compare these 
import figures to the size of the world wheat and wheat flour market 
which In 1973 was 69.8 million metric tons and to U.S. wheat and wheat 
flour exports in the same year of 31*0 million metric tons. The vulner- 
ability of countries such as Algeria and Saudi Arabia depends, therefore, 
upon whether a cut-off of U.S. exports could be compensated for by pur- 
chases from other suppliers. Given the relatively small proportion of 
the world wheat market represented by Saudi and Algerian Imports and 
their ability to use their oil revenues to outbid other potential custo- 
mers, it Is reasonable to conclude that a shift to alternative suppliers 
would be feasible. Nor, without significantly Improved U.S. controls 
over and monitoring of export destinations and transshipment, could the 

possibility of Arab purchases of U.S. grain via anonymous middlemen be 

, . . ** 
precluded. 

*This and the following figures are from U.S. Department of Agri- 
culture data supplied In Foreign Agricultural Trade of the United States . 
Economic Research Service, U S. Department of Agriculture. 1974; Data 
and Analysis Concerning the Possibility of a U.S. Food Embargo as a 
Response to the Present Arab Oil Boycott , prepared for U.S. Congress, 
House, Committee on Foreign Affairs, 197^* - 

feii 

Movement to such control seems to be taking place In the wake of 
recent Soviet efforts to purchase unexpected amounts of U.S. feed grains. 
The New York Times, October 10, 197**. 
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The situation for U.S. rice exports is only slightly different. 

Among the Arab countries Saudi Arab t alone is heavily dependent upon 
the United States. In 1 97 1 * it imported 250,000 metric tons of rice, 
including 125,000 tons from the United States. Since Saudi Arabia pro- 
duces virtually no rice of its own, U.S. imports equalled 50 percent of 
Saudi rice requirements. Unlike the world wheat market, however, the 
..•or I d rice market is relatively small (7-4 million metric tons in 197 1 *) 
in comparison to Saudi imports. Even so, use of a "rice lever" is 
limited both to the ability of Saudi consumers to switch from rice to 
wheat as India did in 1973 or once again to barter her high-priced 
oi I for rice. 

Thus, to have a chance of success an agricultural food exports 
embargo would have to include not only U.S. supplies, but also those of 
the other major exporters of wheat and wheat flour, of Australia, Canada, 
Argentina, France, and to a lesser degree the U.S.S.R. A joint embargo 
by the major Western exporters is highly unlikely for a variety of 
reasons, not least of which is the relatively greater vulnerability of 
the other Western countries to Arab oil countermeasures. Even assuming 
a Western embargo, purchases could still be made from the Soviet Union, 
Argentina, and smaller exporters. With regard to LDC producers of other 
raw materials, the situation appears comparable. Countries such as 
Jamaica (bauxite), Morocco (phosphates), Malaysia and Thailand (tin), or 
Brazil and Gabon (manganese) are either not dependent on U.S. agricul- 
tural exports or not sufficiently dependent In comparison to the size 
of the world market to make the threat of a U.S. export embargo an 
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adequate deterrent. Thus, the potential utility of manipulating agri- 
cuiturai exports as a bargaining instrument vi s- a- vi s LDC raw materials 
producers is open to serious question. 

And the probable costs of such an approach aimed at either the 
Soviets or selected LDC's are strong reasons for believing that 'J.S. 
interests would be served better by a norm depol i t i ci zi ng such inter- 
national transact ions . First, as already noted, the recent Congres- 
sional usage of M.F.N. status for Soviet exports to the United States 
to influence Soviet domestic policies has created bitterness and resent- 
ment within the Soviet elite. A more far-reaching attempt to link 
continued Soviet access to the U.S. agricultural market with Soviet 
political quid pro quos or to refuse access in order to influence 
Soviet resource allocation or to erode the political position of 
existing leaders would create even more displeasure. As Schneider notes, 
manipulating agricultural exports a form of economic warfare. Grant- 
ing the need to avoid exaggerating what detente means from a Soviet per- 
spective, it is nonetheless the case that such U.S. economic coercion 
would run counter to attempts at rationalizing the "limited adversary" 
relationship between the Unitei States and the Soviet Union. Conserva- 
tive forces within the Soviet leadership skeptical about the possibility 
of finding areas of overlapping U.S. -Soviet interest would find their 
position strengthened, particularly since the Brezhnev leadership ha. 
stressed the economic gains of detente. Moreover, the state of mind 

A 

See data in Foreign Agricultural Trade of the United States on 
exports to particular countries. 
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likely to develop on both sides from U.S. economic warfare would be 
hardly conducive to arms control negotiations. In so far as such agree- 
ments and a more diffuse movement towards more stable rules regulating 
Sov i et-Amer i can global interaction is in the U.S. interest, the costs of 
economic warfare of the type Schneider discusses outweigh the putative 
benefits. Second, were this worsening of U.S. -Soviet relations to occur, 
one side effect is likely to be increased intra-alliance tensions because 
the other members would see U.S. policy as an anachronistic throwback to 
cold war policies and because it would run counter to that gradual "all- 
European reconciliation" to which governments and publics had been com- 
mitted. Third, and perhaps most importantly, a U.S. policy of trying to 
employ a "commodities weapon" would preclude efforts to depoliticize 
trade and access to raw materials. 

In contrast, why U.S. Interests would be better served by a norm 
prohibiting politically-motivated export controls should be briefly 
elaborated. To begin, even were raw materials producing LDC's to vio- 
late that norm, the United States would be in a better position to take 
retaliatory action. An international standard by which to defend and 
legitimize U.S. actions would help to minimize both the International 
and domestic repercussions of a confrontation with producing countries. 
This could be particularly helpful were the United States, in the midst 
of a future Arab oil embargo, to conclude that only the threat or use of 
military force could alleviate the embargo's destructive impact. Were 

Conversely, were Soviet actions to indicate a lack of serious 
commitment to arms control agreements and stabilizing the U.S. -Soviet 
relationship, economic warfare might be appropriate. But, In that case 
the overall framework would have shifted back to that of the cold war. 
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U„Ued States itself engaged economic „ arfare , ,, ^ ^ 

"ore d.ff.eult to neutralise liberal dissent within the United States to 
such measures. Moreove- ho 

reducng uncertainty about possible future 
dr 1 1 f i ci a I interruptions of resources flows, a none depo, i , ,c , z| ng such 

transact ions would reduce as we „ the livelihood of a drive for bilateral 

P- erent.a, arrangements between consumers and producers, within limits 

" a ‘ eral C ° n, ’ eCti0nS «l«i a joint approach among industrialized 

countries to access to resources need not be destabilizing. The reper- 

cuss ions would be serious, hoveve the bilateral appraoch to degen- 

erate into a neo-mercantt I i s t ic struggle to tie-up resources by out- 

b ' dd '" 9 °" e ' S ^ * exaggerated defensive reaction to 

reduce one's «n vulnerabilities regardless of the impact upon other 

countries would probably eventuate in a costly unscran*, i„g of inter- 
dependency ,n a range of areas, and not only In energy. At the least !, 
uld serious iy ,„p e de efforts to rationalize interdependency relation- 
ships and weaven cohesl m within both the Western alliance and the 
European community, finally, as argued at the beginning 0 f thls sectio „ 
movement ,<*,ards a norm depo, i ticizing export controls and access to 
supplies would serve broader community purposes by reducing the resort 
to coercion in international affairs. Support for that purpose has been 
a continuing feature of U.S. foreign policy throughout this century, and 
*as refiected both the premise tha, U.S. security „ou,d be greater within 
international system and the belief that a foreign policy 
animated slmpiy by narrow seif-interes, wouid f.„ to refiec, that irmge 
of the United States which Cairns a unigue and ameliorative role for the 
•m.ted States In world affairs. When, as here, this belief in a larger 
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American interest is not incongruent with more limited calculations of 
U.S. interests, it reinforces the argument for U.S. pursuit of a norm 

depol i ticizing access to global resources. 

On balance, therefore, U.S. interests would be better served by a 
norm barring po 1 1 1 1 ca 1 1 y-mot 1 vated export controls than by continued 
normative ambiguity regarding economic coercion. The possible benefits 
to the United States of a policy of manipulating agricultural exports 
are outweighed by a variety of considerations. Not the leas, of these 
is the handicap such a U.S. policy would represent for mobilizing sup- 
port. especiaily within the United States, to buttress a counte-coercive 
S e, of retaliatory actions during, for example, a future Arab oil embargo. 

But to argue that a norm depol i tl ci zing international economic 
trading transactions is desirable from a U.S. perspective is far from 
proving that it is likely to come about in the near term. The opposition, 
noted earlier, to such a norm among both the resource-rich LOC's and 
their "fourtf world" supporters makes its quick and easy establishment 
most unlikely With the depoliticization of access to supplies desirable 
but presently infeasible. U.S. policy confronts two alternatives. It 
could seek to foster an international consensus delimiting those few 
purposes for which politically-motivated export controls would be deemed 
legitimate , a policy of "limited depol i tic, zat, on." Or. It could argue 
instead for the more sweeping prohibition even If a consensus Is not 

forthcomi ng . 

There are several reasons to conclude that the latter alternative 
should guide U.S. policy. To begin with. It Is Impossible not to 
believe that whatever framework of norms regulating the limited 
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depol i ticization of international economic transactions which emerged 
would not allow for repeated use of the Arab "oil weapon." The balance 
of global forces which makes general depoliticization infeasible equally 
makes that outcome a certainty. Thus, by going along with efforts to 
establish limited depoliticization, the United States would also find 
itself less able to take retaliatory measures needed to protect U.S. 
interests. Even ambiguous normative guidelines not necessarily univer- 
sally accepted which would allow U.S. policymakers to claim the ille- 
gality and illegitimacy of the "oil weapon" are to be preferred to more 
limited and accepted norms which legalize in certain situations that 
weapon's use. In this case "second best" Is not a partial regulation of 
export politics. Also, the types of exceptions likely to emerge In a 
limited depoliticization norm are very likely to be meaningless, dan- 
gerous, or both. One possible exception would allow economic coercion 
in self-defense against lesser threats than the armed attack of Article 
51 of the U.N. Charter. Given the vagueness of "self-defense" in Inter- 
national law, it is hard to see how this exception would comprise an 
uncont rovers ial standard. Another possible exception would demand a 

A 

"legitimate purpose" to justify such measures. But, who and what will 
define "legitimate"? The pitfalls of auto-determlnation need not be 
elaborated. Still another exception might combine attempts to define 
legitimate purposes with a rule that the economic coercion must both be 
necessary for pursuit of that purpose and proportional to the values at 

ft 

Shihata, o£. c i t . , argues for this interpretation and includes the 
October 1973 oil boycott. 



40 



HI -2148-DP 



stake. This formulation, however, only shifts the controversy to what 
is necessary and proportional. Or, it might be agreed that polltlcally- 
rrotivated export controls are legitimately directed at primary opponents 
but not at secondary ones, much as domestic law prohibits secondary 
boycotts. But, to take the "oil weapon," its spillover effects and the 
probable response of the oil multinationals in spreading the impact of 
an oil embargo irretrievably muddy any such distinction. 

More importantly, perhaps, any one of the preceding exceptions 
would be dangerous from the perspective of U.S. interests. Again, they 
all make U.S. retaliation more difficult to undertake by legalizing raw 
materials coercion in loosely defined and readily manipulable circum- 
stances. Moreover, the final exception distinguishing primary from 
secondary targets is especially undesirable because its most probable 
effect would be to weaken further the cohesion among the advanced, 
industrialized nations. 

For the preceding reasons, therefore, U.S. policy should not sup- 
port efforts to formulate agreement on the limited depol i tlcizatlon of 
access to supplies, ^ven though success is unlikely, U.S. articulation 
of a norm generally barring political coercion via export controls over 
scarce raw materials is more in accord with a full range of U.S. inter- 
ests. And again, not least Important of those interests is the creation 
of a norma t i ve climate within wh i ch U.S. poll cymakers cou Id j us t i fy 
domestically U.S. counter-coercion if necessary. 
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Rationalization of Interdependence: 

Export Controls and Economic Necessities 

The postwar growth of economic interdependence has eroded national 
autonomy: increased Interpenetration of national economies handicaps 

national efforts to achieve a broad range of social and economic objec- 
tives. Recently its disruptive domestic effect has be^ :>me clearly 
evident in the area of U.S. agricultural commodity exports. For the 
U.S. the position of residual supplier has meant steadily rising domes- 
tic prices, the possibility of inadequate supplies to meet domestic 
needs, and, generally, a vulnerabi 1 i ty to unpredictable fluctuations 
abroad. As for the future, the prospect of periodic external shortages 
or surpluses in an unregulated global free-market structure raises 
serious problems for the United States. Movement towards global economic 
collective security requires, therefore, that trade in agricultural com- 
modities be rationalized. At the same time, the norms developed here 
can serve as potential guidelines in other areas where efforts to rationa- 
lize interdependence are needed. 

The alternative to norms harmonizing the interests of producing and 
consuming countries would be what Richard Cooper labels a "defensive 
response." It entails "attempts to reduce economic interdependence by 
preserving or restoring the fragmentation of markets in order to retain 

•h 

some economic autonomy." A defensive U.S. response which sought to 
reinsulate the U.S. domestic market without taking into account the 
interests of those countries which had become dependent upon that market 

•k 

Cooper, "Economic Interdependence and Foreign Policy," p. 1 69 • 
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could well foster more widespread unscrambling of interdependency rela- 
tionships, including security relationships. Narrowly self-interested 
U.S. export controls over agricultural products would foster conflict 
and disunity among the United States, Japan, and the Western European 
countries. More importantly, failure to find mutually acceptable norms 
of access to these exports would increase existing uncertainties about 
access to supplies of future scarce resources. In so doing, it increases 
the probability of efforts to assure such access either by competitive 
bilateral scrambling or by bloc-wide preferential agreements. Either 
would have appreciable economic and political costs. 

Rationalization of interdependence in U.S. agricultural commodities 
would require both the creation of a world food reserve system and agree- 
mert upon the norms and procedures governing controls upon experts. On 
the one hand, a world reserve system in which both importers and exporters 
agree to hold minimum stocks of food and feed grains, buying in times of 
relative surplus and selling in times of relative scarcity, would help 
stabilize the world agricultural market and provide insurance against 
serious famines. Spreading the burden and responsibility among nations 
represents a more equitable solution than postwar reliance on the United 
States as the source of reserves. The latter is in any case no longer 
politically acceptable to the United States, nor perhaps to potentially 
needy countries such as India. The world reserve system woulo create a 
relative balance between -upply and demand and make the U.S. position as 
residual supplier far more tolerable in terms of domestic impact. It 
could both meet the needs of potential customers in times of shortages 
and control the impact upon the U.S. price structure of such unpredictable 
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materials and commodities. For example, from the viewpoint of copper- 
producinq countries the recent wide price fluctuations are undesirable. 
U.S. policy should accept stabilizing trade in such r=*w materials as a 
concomitant of stabilizing trade in commodities of interest to the 
United States. Both come within the broader rubric of international 
economic collective security. Moreover, regarding access to supplies 
of non-renewable resources, a norm allowing export restrictions designed 
to regulate reasonably the rate of utilization is legitimate. But, as 
with agricul'ural commodities restrictions for conservation purposes 
need to be accompanied by procedures designed to allow purchasers to 
adjust their policies. Abrupt changes would, therefore, violate the 
obligations of resource pr^uucers to resource consumers. 

To sum up, reaching an international consensus upon n --ms and pro- 
cedures for regulating economically-motivated recourse to export con- 
trols should not be an impossible undertaking. A normative framework 
which emphasized the legitimacy of export restrictions when needed to 
satisfy domestic needs at moderately stable prices or for conservation, 
but which made recourse to controls conditional upon fulfilling proce- 
dures designed to require explanation or justification, minimize abrupt- 
ness, and recognize the dependency of traditional buyers represents one 
framework for balancing producer and consumer interests. When accom- 
panied by measures to smooth out the market, e.g., a global food and feed 
grains reserve system or commodity stabilization agreements, these norms 
and procedures would contribute significantly to rationalizing access to 
supplies in an interdependent economic order. This overall framework 
would contribute thereby to increased global economic security. 
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Towards a Conception of Global Economic Equity 

Underlying any security system is a given status quo which that 
system seeks to maintain. Past experience with pol i tical -mi 1 i tary 
collective security systems has demonstrated repeatedly that lack, of 
agreement upon what is to be secured-- the peace that is at stake-- is 
their main weakness. This means that future global efforts to articu- 
late and manage a system of collective international economic security 
must be accompanied, if not preceded, by effects to foster agreement 
upon a more equitable conception of world economic interaction bene- 
ficial to all. It wiil have to satisfy the demands for international 
economic equity of both the LDC's and the developed countries. On the 
one hand, i t will be necessary to enhance that emerging global commit- 
ment to the economic, social, and political development of both f.he "3rd" 
and "4th wor 1 ds ." Efforts to rarrow the gap between rich and poor nations, 
to develop and support an inclusive approach to global welfare which 
recognizes, as one U.N. declaration put it, that "economic and social 
progress is the common and shared responsibility of the entire inter- 
national communi t w would be one component of the emerging structure. 
On the other hand, movement towards a structure of global economic 
sec. rity cannot be defined simply in terms of Increased redistribution 
between rich and poor nations, as an effort to further the rights and 
satisfy the needs of only one portion of the world community. An 
inclusive approach to global equity would require recognition of both 
the economic necessities and responsibilities of si I nations. Regard- 
less of recent efforts by both resource-rich IOC's and the UNCTAD Group 



^Quoted by Paust and Blausteln, 0£. tU. , P *21 
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of 77 to establish a narrow approach to international economic security, 

a broader meaning needs to be given to the U.N. declaration that 

every country has the right and duty to develop it., human 
and natural resources, but the full benefit of its efforts 
can be realized only with the concomitant and effective 
i nternat ional action. [ I tc lies added]* 

To paraphrase Robert Hunter, the answer given to the question "Whose 
economic peace?" must be not the developed countries' peace, nor that 
of the LOC's, but both. Otherwise, whatever economic order emerges will 
be based solely upon the relative balance of power and subject to con- 
tinued revisionist pressures from dissatisfied countries. 

From the perspective of U.S. "resources diplomacy," a U.S. commit- 
ment to international economic security grounded in an inclusive concep- 
tion of global equity would require support for the following guidelines. 
First, U.S. policy should accept a broad, though not the sole, measure 
of responsibility for supplying food aid on concessional terms to famine- 
threatened LOC's. In so doing, it should clearly argue that such aid is 
an acknowledgment of the need for a cooperative international approach 
to economic security, thus setting up a framework within which to call 
for concessions in other areas, especially energy. As has been proposed 
frequently, a U.S. reserves program should treat such supplies as the 
equivalent of supplies for domestic needs. Similarly U.S. reserves 
policy should take the opportunity to support the inclusive conception 
of global equity by articulating the principle of burden-sharing and by 
requiring contributions froit other developed countries and resource- 




rich LOC's. 
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Second, international collective economic security requires that 
resource- rich LDC's consider the impact of their raw materials develop- 
ment, utilization, and pricing policies upon other countries. Global 
economic equity requires that the legitimate interest of oil-producing 
countries in higher prices, particularly given past inequities, be 
tempered, nonetheless, by consideration of the effects abroad of the 
four-fold increase of oil prices. Raw materials prices which vitiate 
the development efforts of resource-poor LDC's and which gravel', threaten 
the economic and political stability of the advanced industrialized coun- 

A 

tries challenge the community commitment to economic equity and security. 
U.S. raw materials policy should challenge the legitimacy of such exclu- 
sivist manipulation of economic dependency. In so doing, it should clearly 
link together food and fuel. Notwithstanding the resistance among resource 
rich and resource-poor LDC's to such a linkage, both issues are cases in 
which narrowly self-interested policies threaten broader community pur- 
poses and in which exclusivist policy takes from the well-being, both 
present and future, of other coui tries. 

Thira, U.S. policy would recognize that a more equitable inter- 
national economic order would have to find means of handling the related 
problems of the LDC's terms of trade and access to markets. Although 
the Shah's proposal of indexing oil prices to the rate of inflation of 
developed countries' exports appears likely further to institutionalize 
inflation, ihe problem to which the proposal points cannot be dismissed 

On the impact of oil prices see World Bank. Annual Report 1 97^* • 
esp. pp. 5- 1 3 ; OECD, Economic Outlook , July, 197**. 
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out of hand. One possibility would be to trade-off stable oil prices 
at $6-8/barrel for agreement among the advanced industrialized nations 
to take hard ant i - ! nf lation measures much as the IMF has frequently 
demanded an internal economic quid pro quo or as West Germany required 
when lending money recently to Italy. Failure to take such measures 
would free the oil-producing countries from any responsibility not to 
seek off-setting price increases. A global agricultural reserves sys- 
tem which stabilized the price of food and, with time, feed grain exports 
to these countries would also be helpful . As for non-ci l-producing 
countries, price stabilization agreements designed to avoid erratic price 
f luctuations and allowing for gradual upward price movement also come 
within the rubric of global equity. Similarly, implementation of present 
rhetorical support among developed countries for preferential access to 
LDC non-raw material exports is needed. 

Among the resource-rich LDC's there has been an jnwi 1 1 ingness to 
accept any linkage between dealing with the world food situation and the 
pr'ce-of-oil problem. U.S. assertions of such linkage have been seen as 
callous attempts to utilize the U.S. position as a major agricultural 
exporter to U.S. advantage in other arenas. The preceding analysis indi- 
cates, however, that food and fuel are linked to one another much as 
they are linked to questions of terms of trade, commodity stabilization 
measures, and preferential trading agreements. All are aspects of a 
community approach to global economic equity, to regulating the 

ft ~ w 

E.g., the price of copper has fluctuated from 60 cents per pound In 
August 1973 to $1.40 per pound in June 1974 to 60 cents per pound In 
September 1974. 
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utilization of the globe's resources so as to allow every country, poor 
and rich, to develop its natural and human resources. Moreover, within 
the broader framework of a system of international economic collective 
security this movement towards global equity is joined to the need for 
international agreement depol i ti ci zi ng access to supplies and for 

measures rationalizing recourse to export controls for non-coercive 
purposes . 

It remains to examine in conclusion how a U.S. raw materials policy 
might pursue these various but interrelated objectives. Interwoven 
throughout that examination is an assessment of the options open to U.S. 

policymakers for deterring or responding to renewed Arab use of the 
"oil weapon."* 



Foi reasons given above it is held that yielding to oil coercion 
Is not In U.S. Interests. Thus, the option of responding by "givinq 
the Arabs what they want" Is not considered beljw. 
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V. PURSUING A GLOBAL ECONOMIC SECURITY SYSTEM 



Analysis and evaluation of the means by which U.S. policy-makers 



might pursue the postulated three-fold goal of U.S. raw materials policy 



requires examining four alternative approaches. Depending upon the par 



ticuiar issue and the response of other countries. U.S. policymakers 



couid choose among: right reason and diplomatic initiatives; efforts to 



decrease U.S. vulnerability to disruption of a given interdependency 



relationship; actions designed to manipulate or transform the pattern of 



interaction within a single issue-area; and attempts to manipulate other 



countries' vulnerabilities In related issue-areas/ 



Right Reason and 
Diplomatic Initiatives 



The "right reason-diplomatic initiatives" approach attempts to 



convince other nations by rational argument that their long-term interests 



would be served best by mutual accommodation within a structure of inter- 



national economic collective security. As utilized in recent months by 



U.S. policymakers, this approach has encompassed several elements. First. 



,t has included frequent references to the dire consequences In an era of 



Increasing econorn'c interdependence of continued high oil prices and oi 



exclus 1 vis t definitions of global equity. Speaking at the United Nations, 



Secretary of State Henry Kissinger thus warned: 



The increasingly open and cooperat 9 
system that we have come to take for granted is now 
under unprecedented attack. The world is P°' sed * . 
brink of a return to the unrestrained economic national 
i^whilh accompanied the collapse of economic order In 
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the thirties. And should that occur, all would suffer- 
poor as we I I as rich, producer as weil as consumer « 

'econd. the right reason approach has emphasized both that the politici- 
zation of access to supplies runs counter to a cooperative approach, 
threatens, instead a return to neo-mercantilism, and that talk of an 
oil embargo is unwarranted given U.S. diplomatic efforts to secure a 
"iddle East peace agreement, much as Its continuation after adoption of 
a more even-handed U.S. policy in Ocober-November 1,73 was "inappro- 
priate."*' Third, rejecting a U.S. role as "the world's sole holder of 
food and feed reserves," the right reason approach calls for cooperative, 
burden-sharing arrangements, including contributions by the oil-producing 

countries, to develop sufficient world food reserves to assure adequate 
supplies in times of scarcity. *** 

The limits to the right reason-diplomatic initiatives approach are 
clearly revealed, however, by its lack of success in the energy Issue- 
area. The Arab oi l-producinj countries remain co™i,ted to a renewed oil 
embargo against the United States should a new Middle East war erupt.**** 
Alternatively, the record of the past months is one of continuing Saudi 
references to the desirability of an oil price decrease, but also of 
repeated unwillingness to take the necessary actions.***** Other OPEC 




r. „ Secretary of State Kissinger, joint news conference with William 
Simon, January 0 197(1 t- ■ ce Wl tn wi i i iam 

*** y ’ ' l he New York Times . January I), 1974. 

Confer.^ 

1971,. SeC ’ e ' 9 '* statement of Sheik Yamani, The New York Times . October < 

****** 
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The New.lork Jimes, October 1 6, 19?° '^ng -awaited August oil auctic 
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menbers such as Iran and Venezuela have been even less swayed by "catas- 
trophe jaw-boning" and speak instead of justifiably high oil prices and 
the prospect of future increases." Nor have U.S. efforts to articulate 
the more inclusive conception of global equity found favorable response 
among the resource-poor countries. The tatter so-called "4th world" 
countries continue to define the equity problem simply in terms of in- 
creased aid from the "old rich" and not from both the "old rich" and the 
"newly rich" oi I -producers . They resist, also, as noted above, any 
linking of food and fuel issues. 

Similarly, U.S. efforts to establish acceptable procedures governing 
Soviet access to U.S. feed grains appear to have been less than successful. 
Recent Soviet attempts to purchase over 3 million metric tons of feed 
grains may very well have violated prior diplomatic understandings, while 
Soviet reluctance to supply necessary agricultural data remains unaffected 
by continuing U.S, diplomatic Importuning."* 

This limited impact of the right reason-diplomatic Initiatives 
approach should not be surprising. Given the broad range of divergent 
interests tied up with the access -to-resources issue and noted earlier, 
right reason alone is unlikely to produce an International consensus 
dealing with the several facets of this issue. Although U.S. policy 
should continue to pursue its "resources diplomacy," its success will 
probably depend more often than not upon whether it is buttressed by 
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other modes of action. 
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Oocn^a sing U.S. Vulnerability, 

One such buttress, Particularly re, event i„ regard t0 po litic , 2ed 
access to supp, ies of o.ber raw materials, would repuire decreasing U.S. 
vulnerabi to supply interruptions. A renewed and serious coomlt- 

ment ‘° Self ' sufficic "' : V could make the United States essentially 
independent of energy imports by the iate , 9 80s. Alternatively, Barry * 
Blechman and Arnoid Kutmack argue that a, a cos, of about SI . 5 bill, on 
PC vear the United States could create a sufficient oi, stockpile to 

0W " d ' SPe " 5 ' ”" h Arab oil ‘"Ports for a year by 1985 , assuming 
demand reduction.* But given the international econtxnic repercussions 

of dependence on high-priced Arab oi, and the fact that relative energy 
sel would eliminate vu|nerab . ||ty ^ ^ for aii _ pu ^ it 

°f self-sufficiency is to be preferred. And, as argued above, not 

succumbing to such economic coercion serves U.S. Interests, narrowly 
and broadly defined. 

Over the near-term and the immediate future, however, the measures 
available to U.S. Policymakers for decreasing vulnerability are more 
I 'mi ted. Accelerated pursuit of self-sufficiency would take 2-3 years 
to reduce U.S. oi I imports from their present level of six million 
-rrels per day. The impact of enervation TO asures, ..... . 30 cents 
per gallon tax on gasoline, would be fel, ™>r. rapidly, but could only 
- taken so far before they began ,0 cu, into essentia, ectx^lc activi- 
ty. In assessing the effects of such .Cons, It can be recalled, 

Naval War’con^f^,^ ^".-d National Security" 

ttT. pp. | fi-2 1 . — ’ V ° IUme XXV ’’ Number 6 (Hay- June, 1974 ), pp. 



‘"See Jhe New York Time, September 21, 1974. 
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however, that the Arab oil embargo of winter 1973*74 resulted in only 
a 2.5 million barrels per day reduction of U.S. consumption but nonethe- 
less had a relatively serious impact according to the FF.A study cited 
earl ier. 

Recent attention has focused upon the newly created 12-nation oil- 
sharing plan as a means to reduce vulnerability. This plan would commit 
the United States, Japan, Canada, and the Common Market countries, minus 
France, to a range of common action in the case of a future Arab oil 
embargo. Both domestic and imported oil would be pooled automatically 
once reduction in supply to one member or to the group as a whole dropped 
below 7 percent. Another part of the plan calls for national oil stock- 

A 

piles equal to 60 days' consumption. Given recently reported decisions 
by the Arab oil-producing countries, the main effect of this oil-sharing 
arrangement may be the probability that a future Arab oil embargo will 
not be a selective embargo as was the October 1973 embargo. ' But if 
these reports are borne out by events, the Arab oi 1 -producers paradoxi- 
cally may have outwitted themselves. By greatly intensifying the "oil 
weapon's" destructive impact upon both friend and foe, the producers may 
engender a climate within which military retaliation becomes a thinkable 
option. In this light the oil-sharing plan is not simply a buttress to 
U.S. diplomatic efforts but a preparatory step before recourse to coer- 
cion. Undoubtedly, however, neither the Arab oi 1 -producers nor the energy 
coordination grtup countries will have so Intended It In advance of 
unfolding events. 

*See The New York Times , September 21, 1974. 

kit } 

Newsweek, November II, 1974. 
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But assume that the Arab oil-producing countries attempt a more 
selective and/or limited use of the "oil weapon." This could take the 
form of total embargoes against selected countries, production cutbacks 
aimed at all the energy group countries, a general global cutback, or 
some variant of any of these. In these cases the oil -sharing plan would 
perform much the same role that the oil multinationals did in the winter 
of 1973 * 7 ^ when they allocated oil among countries as a percentage of 
past supplies. As a device for equalizing the burden of Arab oil coer- 
cion, the oil-sharing plan differs significantly, nonetheless, from 
multinational company action in that it would shift both domestic and 
non-Arab imported oil. Unclear, however, is how much of a burden each 
member would bear. More importantly, what makes such oil-sharing an 
ineffectual deterrent of and only a partial response to the Arab "oil 
weapon," is that even with such burden-sharing the eventual cost may be 
too high for some countries to bear. Yet, it Is just that possibility 
which makes the Arab oi 1 -producers unwilling to sacrifice potential 
power by agreeing to a norm depol i tici zing access to supplies. Taken 

together, these two factors require that U.S. policy seriously consider 

k 

addition,- 1 responses to the Arab "oil weapon" discussed below. 

Manipulating or Transforming 
Existing Patterns of Interaction 

Turning to cases in which U.S. raw materials policy could attempt 
to manipulate or transform a given pattern of economic interaction in 



Vs. measures to decrease U.S. vulnerability to other possible future 
raw materials cartels are discussed below in the context of an antl-cartel- 
ization strategy. 
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support of the preceding system of global economic security, a broad 
range of actions is possible. First, although as argued above both the 
feasibility and advisability of political manipulation of its roie as 
residual supplier within the structure of world agricultural interaction 
are questionable, this need not preclude U.S. efforts to utilize its 
role to help rationalize agricultural commodity interdependence. Having 
sold off past reserves, U.S. pol i cymakers can now buttress right reason's 
case for a burden-sharing global reserve system by making future forma- 
tion of U.S. reserves conditional upon action by other countries. Alter- 
natively, to reinforce diplomatic efforts to gain Soviet adherence to 
procedures regulating the supply of agricultural data needed for stabil- 
izing recourse to export controls, U.S. policy could make such data a 
anil £I£ for future supplies. Or, more generally, U.S. policy could 
utilize its residual supplier position to support its case for norms 
governing recourse to export controls for economic purposes. A U.S. 
policy which blended its near-term interest in stabilizing the domestic 
economic impact of external commodities demand with the recognition of 
its long-term interest in stable rules governing access to supplies in 
areas of U.S. dependence would be a welcome contribution. Such a policy 
would establish patterns for enhanced international management of access 
to future scarce resources. 

Second, the exclusivist pricing policy of the OPEC cartel remains 
a crucial impediment to community acceptance of an inclusive conception 
of global equity. Right reason and dire predictions have proved insuf- 
ficient to convince oil-p oducers that global equity will not be served 
by the pauperization, economic disruption, and political collapse of 
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developed countries. U.S. policy should seriously consider how to manip- 
ulate the oil market, therefore, as a means to breaking the OPEC cartel 
and its exclusivis. price policy. Currently there is excess producing 
capacity within the world's oil fields estimated at between 6 and 7 mil- 
lion barrels per day." This has led some to argue for accelerated 
energy conservation by the Western oil-consuming countries.’* Presumably, 
a reduction in consumption would at least put downward pressure upon 
prices and hopefully erode the cartel as Its members fell out among each 
other In attempting to allocate production cutbacks to rebalance supply 
and demand. Such proposals unfortunately suffer from two weaknesses. 

On the one hand, until now OPEC producers have been able to counter 
pressures upon price from surplus production by cutting back production 
as exemplified by the current excess capacity. On the other hand, the 

Of consumption reduction necessary to place heavy pressure upon 
the carte, is likely to entail cuts of essential as -el, as non-essentla, 
energy uses. The 15 percent cutback in consumption, reportedly broached 
by Secretary Kissinger to other major consumers in early October, would 
have represented a cutback equivalent to that brought about by the Arab 

oil embargo against the United States. 

Others, skeptical of the impact upon the cartel of conservation 

fforts. propose accelerated pursuit of self-sufficiency to put downward 



AAA 




a* i/I • let reoorted to have proposed a 15$ consumption 

Secretary Kissinger is reportea to k meting In October, 



AAA. 



‘y*n Street Journal, October 15. 197 1 *. 
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pressure upon prices. This would require increased offshore drilling 
and more rapid depletion of existing U.S. fields in the next two to three 
years. Domestic political factors are likely, however, to make this 
infeasible. One ingenious proposal by M.A. Adelman indicates the type 
of measure in need of serious consideration. Adelman would manipulate 
the oil market structure by requiring oi I -producers to bid secretly for 
the right to export to the United States. The result that he foresees 
is a loss of necessary trust and stable market shares jmong OPEC members 
as some countries shave prices to gain access to the U.S. market, while 

* 

those refusing to do so compete for larger shares of the non-U. S. market. 
Other means of manipulating the oil market interaction undoubtedly could 
be developed. What is needed is an admission that right reason iias failed 
and that some combination of conservation, new production, and Adelman- 
type manipulation needs to be tried. 

Third, one of the major uncertainties overhanging the access-to- 
supplies issue is whether or not other raw materials producers will be 
able to replicate the OPEC cartel. Even though, as argued above, the 
likelihood of similar cartelization is low, the bare possibility Impedes 
movement toward international collective economic security. Among con- 
suming countries, that uncertainty reinforces existing neo-mercanti 1 istic 
tendencies which hinder efforts to develop a non-discr Iminatory framework 
to regulate recourse to export controls, creating a climate legitimizing 
exclusivist approaches to global economic equity. Similarly, as long as 
raw materials producing countries remain hopeful that successful 

*M.A. Adelman, "Letter to the Editor," The New York Times , October 3» 

197 **. 
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cartel i zat ion will allow them to realize monopoly rents, the prospect of 
an international economic order based upon a principle other than that 
Of the exploitation of the weak by tne x-rong will remain anattalnable. 

To make these points, however, a U.S. raw materials policy would 
have to supplement right reason and quiet diplomacy with a readiness 
to oppose future raw materials cartels by positive inducements and nega- 
tive sanctions derived from its market position. On the one hand, U.S. 
policy could support international commodities agreements designed to 
assure a fair and stable rate of return to producing countries. This 
would help erode both the legitimacy and necessity of more exclusivlst 
approaches. On the other hand, recalling tne importance of low consumer 
resistance to OPEC's success, various actions could reduce the likeli- 
hood of successful cartelization, funding of RtO in substitute 
technologies to narrow the leadtime for substitution of materials would 
be one deterrent. Continuing to hold or building stockplies of vital 
materials, which if thrown on the market would severely depress world 
prices and set back cartelization, is another possibility. Standby 
eonservation measures to reduce imports in a transition period to new 
technology inputs could be developed. Economic Inducements, e.g.. tax 
credits or investment write-offs, to promote substitution of the new 
inputs by otherwise reluctant firms might be legislated. Awareness by 
erstwhile cartelizes of the availability of such responses might 
encourage the optimum outcome from a global economic security perspec- 
tive of accommodation of producer and consumer interests short of such 

a hostile confrontation. 

Inherent In much of the preceding, however, is a point which some 
may find troublesome. That is, a readiness to use non-cooperative means, 



an acceptance of the legitimacy in certain cases of confrontation or 
preparation for it, may be necessary in pursuit of a cooperative approach 
to international economic collective security. To repeat an earlier 
argument, the unassisted effect of right reason is often limited. It 
is, nevertheless, necessary to be aware of the risk that U.S. policy- 
makers relying upon non-cooperative measures will lose sight of the 
broader goal. Even so, the greater danger may be chat U.S. policymakers 
will come to question the legitimacy of their actions under pressure 
from those forces which define confrontation as neo-coion i a 1 ism and 
global equity as simple redistribution. 

Manipulating Vulnerabilities 
in Related Issue-Areas 

Finally, actions to take advantage of the vulnerabilities of others 
to U.S. action or inaction in one issue-area to support its objectives 
In another issue-area are possible. When the values at stake are high 
and the probability of success of less coercive means is low, this may 
be a legitimate and necessary policy tool. Certainly this is true 
in the energy issue-area. Possible U.S. actions to support both 
depol i t ic i zed access to oil and less exclusivist oil price policy are 
termination cf technology transfer and technical economic assistance, 
refusal to grant preferential access to OPEC countries' non-oil exports, 
cutoff of U.S. military assistance and sales, disengagement from U.S. 
security commitments or ties, institution of a food embargo, and the 
threat or use of military force. 

The probability that a U.S. boycott of the transfer of technology 
and the provision of technical economic assistance would be sufficient 









62 



HI -2 1 48-OP 



to either pressure the OPEC cartel into lowering oil prices or to force 
the Arabs to desist from a future use of the "oil weapon" is very low. 

If U.S. action is rot part of a more widespread Western embargo on 
technology sales and economic ass i s tance- -wh i c.h is un I i ke ly**--h i gh 
priced oil will remain able to buy needed technology and assistance from 
other sources. And the possibility that OPEC would respond by a selec- 
tive oil production cutback against the United States could not be ruled 
out. However, were it possible, a common Western approach, perhaps under 
the rubric of the new Energy Agency, might stimulate serious consumer- 
producer bargaining over oil prices, prices of industrial country exports, 
provision of technical assistance, and related matters. Even here, none- 
theless, an oil cutback could be an effective counter-response. 

Alternatively, even the common Western embargo upon technology 
transfer and economic assistance appears unlikely to deter or halt a 
future Arab oil embargo or production cutback. Political motives would 
be more than ample to outweigh the loss of economic benefits and the 
possible fear of a country like Saudi Arabia that continued failure to 
acquire such technology would markedly weaken her long-term position 
vis-a-vis Iran. Nonetheless, even simply a U.S. embargo in response to 
the "oil weapon" might be useful. Were the United States willing to take 
° r threaten SOfne of the measures discussed below, a technology transfer- 
assistance embargo could have important symbolic consequences. It would 
symbolize readiness to act, raising in Arab minds the question of how 

~ ' " ' ' —■ * 1 1 — - 1 -- 

On European reluctance to become involved in such a confrontation 
approach due to its greater dependence on OPEC oil, see The New York 
Ti mes , October 8, 197k. ————— 
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much action the United States might decide ultimately to take. But its 
value would be marginal unless it were soon supplemented by o^her actions 
in an orchestrated attempt to exacerbate Arab uncertainty. 

Second, prospects for 'inkage between OPEC oil producers' long-term 
interest in access to the markets of the advanced industrialized countries 
and less exclusivist price policies is similarly bleak. Not only wouid 
creation of a common Western front be difficult, but some of the OPEC 
count r ies--Al ger ia for one--are already tied into preferential trading 
arrangements which would be difficult to break. Yet, further exploration 
of this prospect is needed, particularly in light of Iran 1 * ambitions to 
become a major industrial power. Unilateral U.S. actions would not have 
an important effect given the availability of other markets and could be 
detrimental were they to reinforce existing tendencies towards economic 
biocs. As a response to a future Arab oil embargo, den ial of access to 
markets, whether unilateral or not, would have only minimal impact. Once 
again, the hoped-for political gains would outweigh the economic costs. 

Third, as with the preceding options, a unilateral U.S. cutoff of 
military sales to induce the OPEC cartel to lower oil prices appears 
likely to have limited practical impact. Key OPEC countries such as Iran, 
Saudi Arabia, and Kuwait wouid be able to find alternative suppliers. 

And a joint Western cutoff appears highly unlikely, given both the signi- 
ficant balance of payments contributions of arm* sales and the risks of 
an OPEC oil production cutback in response. 

As a response to an Arab oil embargo or cutback, a unilateral U.S. 
cutoff of arms saies to Kuwait and Saudi Arabia again wouid be undercut 
by the availability of alternative arms sources. A joint Western arms 
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embargo, particularly if accompanied by a threat not to result* sales 
even following renouncement of the oil embargo, might have .tore Impact. 
Then countries such as Kuwait and Saudi Arabia, concerned about both 
internal and external security, might question whether efforts to support 
the Pa lest in i an-Arab cause by the noil weapon" were worth their own poten- 
tial future insecurity. The problem with this argument, however, is that 
given Western dependence on Arab oil. I, Is hard to believe that the 
other Western countries involved would no, be willing to trade an agree- 
ment to resume arms sales for termination of the "oil weapon"-whenever 
the Arabs offered it. And In the short run. the Arab governments in 
question would be able to tolerate the loss of arms. 

Regarding military sales cutoffs in response to a future Arab oil 
cutback or embargo, as with unilateral cutoffs of technological sales 
and assistance, a U.S. arms embargo could have symbolic political value. 

The immediate practical effect might be limited, bu, as a s’gnal of 
creased U.S. discontent and willingness to rock the boat it could be 
Significant. Once again, this psychological effect would be reinforced 

were a cutoff of military sales joined to other measures also aimed at 
increasing Arab uncertainty. 

Fourth, with the Persian Gulf security environment characterlted by 
the existence of many regimes whose security from Internal political up- 
heaval is In doubt, the prospect of continued Intra-reglonal conflict, 
and the growing presence of the Soviet Union/ U.S. policy has been to 



Headl ine'series | Number*^ ' fy-™' n. ' '| a '’aj'.. f i P [Lt? C1S n i ° r St ; blllf Y 
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support regional stability. In pursuit of that end it has sold arms to 
Iran, Saudi Arabia, and Kuwait; provided economic assistance; maintained 
a naval presence in the Persian Gulf and Indian Ocean; and conveyed by its 
diplomatic activity support for many of these regimes and their present 
rulers. As a means of influencing both OPEC and OAPEC, U.S. policymakers 
could consider gradual disengagement from the Persian Gulf for two purposes. 
On the one hand, by increasing disengagement, U.S. policy would seek to In- 
tensify the insecurity of such key Gulf countries as Iran, Saudi Arabia, 
and Kuwait, hoping to make them more amenable to reducing the price of oil. 
The message to King Faisal would be that given the high cost of oi 1 , a U.S. 
concern for regional stability and for Inhibiting the growth of Soviet 
influence had become an expendable luxury. On the other h.ind, by institut- 
ing a policy of disengagement in the wake of renewed Arab use of the "oil 
weapon," U.S. policy would again increase Saudi and Kuwaiti insecurity, 
indicating to them that U.S. support was not unconditional. There would 
be no reason why the United States would have to sever its ties with Iran. 
Rather, given traditional Saudi concern about Iran, continued U.S. ties 
with Iran would fit well with a policy of intensifying Saudi insecurity. 

But, whether as a counter-OPEC strategy or a counter-OAPEC strategy, 
U.S. disengagement is subject to several criticisms. The negative conse- 
quences of U.S. disengagement are somewhat removed in time, meaning that 
both Iranians and Saudis would tend to discount any immediate feeling of 
increased insecurity. Moreover, such "agonizing reappraisals" are hard to 
carry through--and target states know that. Furthermore, U.S. disengage- 
ment could be a high-risk strategy. Not only might it not have the sought- 
after Impact upon the key countries, but it might open up significant new 
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opportunities for increased Soviet influence within the Persian Gulf. 

And even were indigenous nationalism a match for the Soviet Union, viz. 

Eqypt , it might not be possible for proponents of d i sengacement to con- 
vince other bureaucratic factions of that fact. If so, this option m’ght 
never go beyond vague diplomatic rumblings and posturing. In that case, 
however, to attempt to manipulate Persian Gulf nations' insecurity would 
be worse than doing nothing because the main result would be increased 

in t rans i qence . 

Fifth, for the frequent suggestions that U.S. policy respond to a 
future Arab oil embargo or selective production cutbacks by imposing a 
food counter-embargo, the earlier conclusion holds. That is, in the 
absence of parallel action by other food exporters, the probability that 
a U.S. embargo would coerce Arab oil exporters into lifting its oil 
embargo against the United States is very low. Even assuming parallel 
action among the major Western food exporting countries— i tsel f not very 
likely for reasons of their respective interests noted earlier— the pros- 
pects of success are modest. Nonetheless, as In the case of an embargo 
on technological assistance or on military sales, 3 U.S. food embargo 
could have important symbolic value and increase Arab uncertainty about 
how far down the path of direct confrontation U.S. policymakers might be 
willing to go. A U.S. decision to rock the boat in one or more of the 
preceding ways might be of symbolic value to U.S. policymakers as well as 
to Arab sheiks. From the very beginning Western bargaining with both 
OPEC and OAPEC countries has suffered from a "submission psychology," only 
occasionally interrupted by empty bluster. Initial State Department 
reaction to OPEC pressures in the early 1970s combined a wringing of hands 
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about self-described U.S. weakness with pleas for OPEC statesmanship. 

The more recent "right reason" approach has been cowed repeatedly by 
counter warnings of the illegitimacy and risks of confrontation. Thus 
a U.S. decision to resort to an embargo upon sales of food-*or arms, or 
technology--wou 1 d help engender a less submissive U.S. bargaining atti- 
tude. It could foster a willingness to engage in other types of counter- 
confrontation i st politics 'and a recognition that even more forceful 
measures need not be unthinkable. 

An Ultimate Vulnerability : 

The Threat or Use of Force ? 

Most analysts would agree that it Is within U.S. military capabilities 
to simultaneously occupy the Saudi Arabian oil fields and seize the related 
oil-loading facilities at Ras Tanura on the Persian Gulf.* Thus, disputes 
about the use or threat of military force as the ultimate option to counter 
OPEC prices and OAPEC coercion hinge not upon questions of U.S. capability 
but upon answers to the following questions: How badly damaged by Saudi 

demolition efforts would the oil fields and related facilities be? How 
much of an obstacle to continued oil flow would sabotage and terrorism 
following a U.S. occupation represent? What would the Soviets do? Is 
military intervention unthinkable? Given the costs of even successful 
military intervention, can the threat of military action be utilized 
instead? And, assuming that military intervention is probably too costly, 
is it possible nonetheless to manipulate the threat of irrational action? 

— 

See, e.g., Blechman and Kuzmack, o£. c 1 t . ; Andrew Tobias, "War-- 
The Ultimate Antitrust Action?" New York, October 14, I97*», pp. 35*^0. 
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embargo would still operate. Contrariwise, in the case of military 
intervention to break the O f EC cartel by first seizing and then selling 
increased quantities of Saudi oil at lowered prices, the impact of an 
initial production drop might be more? significant. Continued production 
by the other OPEC countries cannot be assumed without question, though 
the initial use of force would likely make them wary of responding by 
cutting production. Therefore, assuming the other continued production, 
the temporary loss of Saudi production would constitute a moderately 
greater reduction of supply than that of the October Arab oil embargo 
(6 ^ million barrels per day versus 5.5 million barrels per day). To 
spread the burden of reduction more evenly, particularly since the 
United States is not heavily dependent on imports of Saudi crude, oil- 
sharing would be needed. Even so, the temporary loss of Saudi produc- 
tion would be economically harmful much as was the October 1973 embargo. 
It is not clear how much weight should be given these economic costs In 
evaluating the utility of military intervention as an anti-OPEC device. 
Once it is recognized that the resort to force would be likely only 
after exclusivist pricing policy had led to severe economic, financial, 
and political dislocation and suffering, would the economic loss from 
intervention be the proverbial straw that breaks the camel's back or 
simply a temporary burden? It is not unreasonable to suggest that in 
an economic climate of double-digit unemployment, financial crises, 
and general suffering, marginal economic worsening would not lead to 
complete economic and political collapse. In point of fact, taking 
military action as a last desperate action could engender a growing 
sense of restored control over the determinants of economic order, 
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particularly if it he ld out the pr0SDect ^ 

prospect that in the restoration and 

expansion of Saud, production the cartel's strangle-hold would be 
broken. Moreover, ,n both cases the disrupt i/e impact of the loss of 
Saudi Production could be s i gni f icant ly less were the ol, Helds and 
facilities only marginally destroyed during military occupation.* 

la response some would contend .ha, post-occupation sabotage end 
terror i sm wou significantly cu, oil production regardless of whe-her 

° f the fie ' dS a " d - -en sei zed essentially ,„ t act. 

"oreover. this warning continues, the United States would find itself 

comni ,o the long-term occupation of another country, facing oo- 
zing guern „, r fa re and harass™,. Vet. oi I engineers would 

a 9 ree that "...If a military effort were exerted you could ge, the oi I 
OU, reasonably well and manage under conditions of harassment ... .But 
If wouldn't be easy."** How long could the United States remain c «n- 
m,t "d “ tbft If. as argued below, „ „ „ ot , w|b| . 

<o -visage situations In which U.S. public support could be united 
£ost hoc for military intervention, it is ncnetheless difficult not to 
envisage growing reluctance to remain as a long-term occupying power. 



destruction of the oil fields In the^ta™'?" 0 " f ° CUS '"'‘'ally on 
it is equally necessary to consider the^eler ^ i ** su 99ested above, 
countries. For the anti-OPEC variation tht Ct '° ns . of other oil-producing 
threat of follow-up intervention jo „ed q “ est,on be comes , Will the 
• nternat iona I conference to establish -fa r^oN^* 15 “l 11 " 9 f ° r an 
production cutbacks? As noted such svmnath ? P r| ces, deter sympathetic 
b ' '«» of a problem in t^nti-WEcTe CUtb3CkS 3r ' lik ' 1 '' «» 



AA 

Quoted by Tobias, o£. ci t . , p. i»0. 
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Much as French domestic opinion not Algerian rebel military successes 
forced French disengagement from a beleaguered occupier's role, U.S. 
public opinion would probably do likewise. The crucial question, then, 
is not how long the United States cou I d remain, but how long it would 
have to do so. From this perspective the feasibility of resort to mili- 
tary intervention depends heavily upon the prospects for energy inde- 
pendence in the United States and Western Europe. That is, while it 
may be possible to conceive of military occupation as a last resort, 
stop-gap response to either intense economic coercion or pauperizing 
oil prices, It is difficult to see such occupation as a long-term 
response. Even then, we are talking of a U.S. military presence for 
between 10-15 years since only then woulj relative energy independence 
provide freedom from Arab oil coercion and/or a reconstituted cartel 
following U.S. disengagement. 

Unlike the 1958 military Intervention in Lebanon, assessment of 
the recourse- to- force option must now weigh the possibility of Soviet 
efforts to deter or counter U.S. intervention. Recent years have seen 
a build-up of Soviet capabilities to project conventional force abroad 
and the growth of Soviet naval presence East of Suez. However, Defore 
extrapolating from these developments a probable Soviet readiness to 
challenge U.S. action, the significance of both the responses open to 
the Soviet Union and past Soviet risk-taking beha'lor must be evaluated. 

On the one hand, with one possible exception, most available Soviet 
responses would not have a high likelihood of success, particularly in 
a direct clash with U.S. forces. For example, how successful would it 
be were the Soviets *o seek to deter U.S. Intervention by interposing 
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Soviet ships between the sej-borne component of a U.S. interventionary 
force and Saudi territory? Such a Soviet force of 4-6 ships, mostly 
destroyers, would be militarily inferior to a U.S. carrier task force 
and would be unable to prevent helicopter landings of marines. Nor 
could it prevent U.S. carrier-based aircraft, themsel.es unaffected by 
a small Soviet naval show of force, from being used in support of air- 
borne troop landings. Alternatively, the Soviets could attempt to deter 
U.S. action by airlifting troops to northern Iraqi bases, threatening 
to move south in conjunction with Iraqi troops. But were Soviet troops 
actually to move towards Saudi Arabia, their operations would be handi- 
capped by limited heavy equipment and, more importantly, by the lack of 
mobile air support comparable to U.S. carrier-based forces. It is also 
questionable whether Kuwait would not seek ta resist the transit of 
Soviet-1 raqi forces through Kuwait in light of past Iraqi threats to 
Kuwaiti independence. 

The possible successful exception would be a Soviet attempt to 
blockade the Straits of Hormuz, using either a combined submarine-surface 
ship task force or undersea mines placed by submarine or by aircraft, to 
prevent oil tankers frc.n leaving the Persian Gulf. The likelihood of 
an effective blockade depends upon several factors. Would U.S. naval 
forces be able to reach the Straits of Hormuz before Soviet surface ships 
and to establish a corridor whl;h the Soviets could break only by resort 
to force? Would U.S. ASW forces be able, and would U.S. policymakers 
be willing, to establish an effective convoy system, including sinking 
Soviet submarines? Would U.S. forces be able to counter Soviet efforts 
to mine the Straits of Hormuz, which would be a relatively low force 
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Soviet undertaking? How would tanker owners respond to possible I >ss 
of their ships, i.e., would they refuse to move towards the Straits of 
Hormuz even with U.S. assurances that Soviet measures had been nega ed? 

In light of the preceding uncertainties, it is reasonable to suggest that 
tNs final tactic would be the preferred Soviet response, were they to 
respond. But, would they do so? 

It is necessary to remember that postwar Soviet foreign policy has 
bee., characterized by a relatively low risk-taking propensity. In the 
Berlin crisis of 1958-1961 the Soviets carefully avoided testing the 
threshold at which a U.S. military response became highly probable. 
Similarly, placing missiles in Cuba demonstrated not a willingness to 
run high risks but poor calculation of probable U.S. reaction and thus 

of how much risk of war they were running. Making a distinction between 
risks, Hannes Adomeit refers to 

previous Soviet behaviour, which has been marked by recurrent 
manipulations of risks of crisis and by withdrawal from a 
competition in risk-taking only when the risk of war became 
evident . 

Extrapolating from this pattern would lead one to place a low probabil- 
ity on Soviet counter-action to a U.S. recourse to force. But is it 
possible simply to extrapolate from a record compiled mainly before the 
transformation of the Soviet Union into a global newer and the end of 
Soviet strategic inferiority? Oo recent Soviet actions in the Middle 



B lechman and Kuzmack conclude that "since the number of successful 
Imine-layinql missions required is quite low (6 to 8 for submarines, 12 
for aircraft), it should be expected that the U.S.S.R. would be relative^ 
successful." Ibid . . pp. 12-13. 

Hannes Adomeit. Soviet Risk-Taking and Crisis Behaviour: From 

C£njj on_tatlon to Coexistence? Adel phi Papers, Number One Hundred and One 
(London: International Institute for Strategic Studies, 1973), p. 35. 
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East, no, ,ne leas, of which would be the threat of military involvement 
in October 1973, augur a greater willingness to run the risk of confronta- 
tion with the inited States? Or, has Soviet risk-taking propensity remained 
low while their assessment of wha, is risky action changed due to a per- 
ceived U.S. relu.tdnce to become involved abroad in a "new Vietnam"? 

Moreover, it is important to cons i der whether U.S. action is a 
response to the use of the "oil weapon" or a desperate action to break 
the OPEC cartel. In the former case Soviet failure to act might mean 
sacrificing past efforts to gain influence within Arab countries as well 
as future opportunities to reap the whirlwind of anti-Americanism likely 
to follow U.S. military intervention. Vet, a mi'ltary response In the 
midst of an on-going Arab-lsraell war might make it more difficult to 
avoid involvement in the central theater which would be far more risky 
than a localized effort to mine the Straits of Hormuz. Contrariwise, 
the risks of escalation could be less and the probability of keeping a 
Soviet-American clash over the Straits localized somewhat higher in the 
case of U.S. anti-OPEC action. However, unlike In the anti-"o!l weapon" 
case in which U.S. policymakers could conceivably allow their action to 
be trumped by Soviet mine-laying operations, given the probable state 
of mind of U.S. policymakers In resorting to force to break the cartel, 

U.S. inaction In the latter case appears unlikely. Even in the former 
case it is not easy to imigine that, once the decision to resort to force 

had been mads, the United States would not attempt to counter a Soviet 
blockade 



Against this background of the reason for U.S. action, the probabil- 
ity of Sc Wet counter-action depends upon both the availability of viable 
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Soviet icsponses and their willingness to reverse past risk-taking prac- 
tice. Mining the Straits of Hormuz could be regarded by Soviet decision- 
makers as a viable response. By undertaking it, however, Sov.et decision- 
makers would accept a serious and unprecedented risk of military conflict 
with the United States. Thus, even this response might not be undertaken. 
Nonetheless, although a Soviet response is far from assured, it is haM to 
avoid concluding that a U.S. recourse to force is not a low-risk action 
and could turn out to bt a high-risk option. 

But depending upon the circumstances, U.S. recourse to force, regard- 
less of its risk, could become a thinkable option. As argued above, Arab 
use of the "oil weapon" poses a serious, and potentially grave, threat to 
the national interests both of its direct targets and its spillover vic- 
tims. it not only ‘s a conscious exertion of what Schell ing calls the 
"power to hurt," inflicting economic pain and suffering with only limited 
ability to distinguish friend fro \ foe, civilian from combatant, but It 
also seek: to erode the political independence of its targets. And, to 
repeat, given the contribution to global stability of mutually accurate 
Soviet and American expectations of each other's willingness to act, U.S. 
appeasement in the face of Arab economic coercion would have exf.rer.ely 
serious side-effects. These effects would be intensified, moreover, 
because the type of probable concessions to be coerced out of the United 
States by the use of the "oil weapon" in the next Middle East war espe- 
cially would call into question U.S. credibility and reliability. One 
such conce*sior <-.;uld be U.S. agreement not to resupply Israel. Another 
could be U.S. diplomatic support for forced Israeli withdrawal to pre-19*»8 
border*- or even support for the Arab maximalist ooc 1 of a "secular, 
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well-being of mos<. advanced i ndus ti i al i zed nations and to set back the 
developmental efforts of resource-poor LDCs. Simultaneously, the vast 
resource flows involved have placed great strains upon international 
financial mechanisms not designed to handle such transactions. Never- 
theless, despite these serious short-term consequences, the longer-term 
implications of high priced oil are a matter of some dispute. Will the 
passage of time see the accumulation of even greater financial reserves 
in the oil-producing countr i es--$ I . 2 trillion by 1 985 according to one 
es t imate--and the increasing pauperization and bankruptcy of many indus- 
trialized nations, accompanied by political collapse and the demise of 
democratic institutions? Or wi I I a combination of economic forces, 
creative institutional adjustment, and lesser level common responses 
gradually cause the prospect of economic collapse to fade from view? 

Even assuming that in the long run the world would be able to adjust to 
exclusivist oil producer policies, will the oi 1 -consumers and the 
global economic system be able to weather the short-run, to make the 
necessary adjustments though probably lacking needed time to learn how 
to do ,o? These considerations engender the following conclusion regard- 
ing the use of for^e to break the cartel. At the current point i ( i the 
process of adjustment to the changed balance of power between oil pro- 
ducers and oil consumers, to argue for military intervention would be 
premature. As in the case of responses to the renewed use of the "oil 
weapon," recourse to military force should await evidence of the failure 

a ' 

For an overview of the issues, s Walter J. Levy, "World Oil 

Cooperation or International Chaos," oreign Affairs, Vol . 52, No. 4 
(-uly 1974), pp. 690-713. 
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of lesser level responses to brim, about less exclusivist oil price 
Policies' assuming time permits. But, should careful assessment of the 
impact of high oil prices, of the short-term adjustment capabilities 
° f tHe internati °™l economic system, and of the long-term d .Pensions 
of the problem even with such a process of adjustment indi-.e a clear 
and present danger to Western economic and political well-being and 
stability, military intervention would become a thinkable option. 

The burden of the preceding argument is that at some point in 
time, perhaps mo. e readily determinable for anti-OAPEC than anti-OPEC 
action, military intervention by the United States would not only be 
thinkable, but legitimate and necessary. Nonetheless, even if it includes 
our NATO allies, such action would be costly in terms of risk, lives lost, 
domestic political dissidence, econo, lie disruption, and opportunities 
for increased Soviet influence within the Middle East. Given these 
significant costs, two questions arise: What might the U.S. do to 

threaten the use of force? and, How effective would the threat be given 
the Arab or OPEC understanding that it would be costly to carry out? 

Several possible actions might increase the spectre of a U.S. use 
of force. These include permanent deployment from the 7th Fleet into 
the Indian Ocean of an aircraft carrier task force, including the heli- 
copter carrier Tripoli; proceeding with plans to upgrade Diego Garcia, 
including lengthening its runways to accommodate C-5As, airborne troop 
maneuvers; formation of special an ti -demol i t i on and oil fire-fighting 
units within airborne units; publicized mine-sweeping operations in th', 
lidian Ocean; leaking discarded contingency plans to an unsuspecting 
Jack Anders m ; and suitable low-level bureaucratic rumblings. Timing 
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would be quite important. To raise the issue of force and then back off 
as both President Ford and Secretary Kissinger did in October is counter- 
productive. Also, such maneuvers will generate Arab resentment, as well 
js resentment in non-Arab oil-producing countries, and should only be 
undertaken after a conscious decision to shift from diplomacy to coercive 
diplomacy. Otherwise, when the Shah responds with talk about not "waving 
your finger at me" and the sheiks speak of blowing up the wells, U.S. 
officials will hastily retreat, reinforcing the producers' sense of 
immunity. Coordination with U.S. allies might or might not be desirable. 
To have Harold Wiison rush to Washington at the beginning of an orches- 
trated U.S. campaign of coercive diplomacy during a new Arab-lsraeli 
war, much as Clement Atlee rushed to Washington and brought back Truman's 
disclaimers about the use of nuclear weapons in Korea, could have mixed 
effects. If the d.S. intended to back off, and told Wilson so, this 
would erode the threat. But if Wilson rushed back to spread the word 
that the "mac: Americans' were thinking of using force, it could enhance 

A 

the threat. 

How effective would these and similar efforts to threaten the 
possibility of U.S. military intervention be? Granting that such threats 
would be discounted by oi 1 -producers knowledgeable that implementation 
would be costly and that they were the targets of an orchestrated coercive 
campaign, to pose seriously the prospect of a desperation resort to force 
still could be advantageous to the United States in two ways . First, 

— — — ' ■ ■ 1 1 

Parenthetically, it might be suggested that the French would be 
particuis.ly convincing in the latter role. 
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a lthough such tactics „ou,d _ unlikely (o e ,. ther ^ ^ 

WeaP °"" al '° 9e,, ’ er ° r — '«• cessation , i, could affect the 
foda I ' t ' os of oil coercion . Coercive diplomacy could cause the Arab 

oil producers no, to implement a total embargo to undercut the oil- 

9 Plan, to hold io modest" levels the extent of cutbacks, and to 
look the other *ay to leakage. Huch Arab oil diplomacy in the past year 
evinced a relatively cautious sense of ho* far to push. Thus, by 
pos the threat of force should oi I coercion push too fa-. U.S. diplo- 

ahle hnuts. And, i f not . the preparatory steps undertaken as threats 
would then serve as stepping off points to further action. Second, the 
Possibility that the United States might resort to fo. ce as a last 
gamble could very wo I I moderate OPEC policies. Conclusive evidence is 
unava but OPEC from , 970 on also appears to have sensed Western 

weakness and pressed its advantages -economic and psychologi cal -home 

MUCh " With the —cooperative matures discussed regard 

to other raw materials questions, posing the threat of force here, too, 

™ V bU " re5S ri9h ‘ reaS °"' That eight reason approach, the one „Uh 
which the discussion of pursuing a system of international economic col- 
lective security began, needs such support is a lamentable, but unavoid- 
able aspect of world politics. 



VI. CONCLUSION 



During most of the past three decades world politics has been 
dominated by Cold War issues. U.S. foreign policy became national 
security policy as the problem of creating and maintaining a Western 
counterpoise to Soviet power and ambition took priority. Concomitantly, 
international economic issues of trade, i nves tment, and finance were 
relegated to their own "track" to be resol'.ed in their own terms. But 
even before the Arab oil embargo and the ensuing jump in oil prices, it 
had become clear that this postwar pattern of world politics was chang- 
ing. By the late 1960s the breakdown of the postwar international 
economic order and the need to create a durable replacement within which 
to manage growing economic interdependence had raised economic issues to 
the agenda of "high foreign policy." Moreover, as argued throughout the 
preceding essay, the problem confronting U.S. foreign policy extends 
beyond assuring access to supplies of oil at manageable prices or 
balancing domestic and foreign demands for U.S. agricultural products. 
Rather, both of these objectives should be pursued within the broader 
framework of U.S. support for a system of international economic collec- 
tive security. Such a system would both depoliticize access to raw 
materials and establish norms, procedures, and related agreements to 
rationalize interdependence. Most importantly, central to a system of 
global economic collective security would be an inclusive conception of 
global eguity, a conception within which rich nations and poor nations, 
consumers and producers alike, acknowledged their mutual needs and obli- 
gations. It remains to be seen whether they will be willing to do so. 
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Introduction 



For some time, economic warfare has been out of fashion 
with US policymakers as a meaningful instrument of national 
policy. There was strong academic interest in the subject dur- 
ing World War 11 and the Korean War, but little serious 
research has been done since then.' The United States has 
had statutes in force ever since the Trading With the Enemy 
Act of 1917 to provide a legal basis for the conduct of 
economic warfare. But in recent years, specialists and policy- 
makers alike have been disenchanted with the efficacy of 
such measures to support foreign policy objectives against 
substantial adversaries. As a consequence, most of the eco- 
nomic warfare measures instituted since World War 11, 
which have been directed primarily against the Soviet bloc, 
have not been energetically enforced. With the exception of 
some of the most sensitive military technology, little effort 
has been made to prevent leaks of important civilian tech- 



* For useful discussions of economic wa r «are, sec R. L. Alien, Soviet Economic 
Warfuec ( Washington. Public Affairs Press, I960); H. S. Ellis, Exchange Con - 
trot in Central Europe, Harvard Ecr.iomic Studies No. 69 (Cambridge Harvard 
University Press, 1941); A. O. Hir«chman, National Power ond the Structure of 
foreign trade ti.os Angeles- University of California Press, 1945); J. Viner, 
Dumping A Problem of International Trade (Chicago, University of Chicago 
Press, 192*). V Wu, Economic Warfare (Englewood Cliffs Prentice-Hall, 
1952) A useful review of the development of the subject can be found in the 
International Encyclopedia of the Suctul Sciences , p. 467. 
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2 Can We Avert Economic Warfare in Raw Materials? 

nology to the Soviet bloc. Nor is there a significant consensus 
among policymakers as to how (if at all) economic warfare 
should he conducted in the future as an element of national 
policy against actual or potential adversaries. 

The Arab oil embargo imposed on the United States and 
other nations in October 1973 has, however, stimulated a 
reconsideration of the utility of resource control as a means 
of influencing international diplomatic behavior. 

Postwar economic and monetary arrangements (Bretton 
Woods and GATT) were designed to support an eco- 
nomically interdependent world. This system has been based 
upon the notion— developed in over a century of economic 
thought — that free international commerce would inhibit 
military competition among the nations, and at the same 
time enhance their economic welfare. The 19th century 
economist and philosopher John Stuart Mill observed:* 

It is commerce which is rapidly rendering war obso- 
lete by strengthening and multiplying the personal inter- 
ests which arc in natural opposition to it 

The higher economic standard of living which has been the 
result of the international specialization of labor in an envi- 
ronment of the free international movement of economic 
resources has become one of the most conspicuous character- 
istics of the postwar world. This interdependence involves 
risks that were not easy to calculate in advance, but which 
have been made painfully evident in the wake of the recent 
oil embargo. 



Quoted in J. K Schlevinger, I hr Pohtual ktonomy */ National Security 
i Praeger New York, I960), pp. M9 -140 An equally rr- ,wned economic, John 
Maynard Keynes, argued that international economy autarky rather than Inter- 
dependence was preferable because o( the *»«-.ona which he believed to be 
inevitable under a system of interdependence The anti-American nationalism that 
haa been aroused in Canada. South Arnerk-. and Europe against multinational 
US Arms ia a convenient illustration. See J. M. Keynes. "National Self-Suffi- 
ciency, Yale Review (Summer 1933), pp. 736-75*. 
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The Arab oil embargo, designed primarily as an instrument 
to support Arab policy objectives in the Middle East conflict, 
is interesting from a number of perspectives. 



( 1 ) Ur.like the conventional perception of economic war- 
fare, where the objective is simply to inflict some 
substantial losses on a potential opponent in order to 
limit his war-fighting capability, the Arab embargo 
was limited to specific diplomatic objectives in a well- 
defined set of circumstances. The connection between 
the sought-for behavior of non-Arab states and the 
termination of the embargo was made explicit by the 
OPEC nations. As a result, nations heavily dependent 
on imported oil (for example, France and Japan) 
could be induced to cooperate with the OPEC gov- 
ernments conducting the embargo; and this made it 
more difficult for other countries to organize an effec- 
tive opposition to it. 

(2) The * xtent to which resource control may be effec- 
tive as a means of influencing governments does not 
necessarily imply a total cutoff of deliveries. There 
can be dramatic political payoffs from a small cut- 
back, or even in a failure to expand production at an 
anticipated rate. Table I shows that the Arab oil 
embargo involved a reduction of less than ten percent 
in pre-embargo shipments to the oil importing nations. 

(3) Primary or semimanufactured products may be more 
effective instruments of economic warfare than manu- 
factured products because of higher short-run substi- 
tution costs for the former. 
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Can We Avert Economic Warfare in Raw Materials? 



TABLE 1 

Arab Oil Shipments, September 1973-January 1974 





September 


January 


Volume 


Percent 




Volume’’ 


Volume” 


Change 


Change 


Saudi Arabia 


8,569 


7,520 


-1,049 


— 12.2 


Kuwait 


3,526 


2,836 


-690 


-19.6 


Abu Dhabi 


1,398 


1,223 


-175 


-12.5 


Qatar 


608 


518 


-90 


-14.8 


Oman 


302 


299 


-3 


-0.1 


Dubai 


273 


180 


-93 


-34.1 


Bahrain 


68 


70 


+2 


+2.9 


Libya 


2,286 


2,032 


-254 


-11.1 



Total Par- 
ticipants 


17.030 


14,678 


-2,352 


-13.8 


Nonparticipants in Cutb? 
Iraq 2,112 

Iran 5,828 


;ks 

1,821 

6,137 


-291 

4-309 


-13.8 

5.3 


Grand Total 


24,970 


22,63t 


-2,334 


-9.3 



•In tl,ousa n '1s of barrels per day 
Source. Petroleum Intelligence Weekly 



Economic warfare may become the gunboat diplomacy 
of the backward nations of the world. Arab success in influ- 
encing policies of the United States and its allies in the 
Middle Fast crisis is subject to at least some degree of 
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6 < an W,- Avert f.umonu War jure m Haw Mau-rials ? 

! <c most obvious potential instruments of economic war- 
hre available in the structure of US export capabilities are 
advan ed industrial technology and agricultural commodities. 
Manipulation of the flow of advanced indusf ial technology 
as an instrument of economic warfare has several disadvan- 
tages These have become apparent under a variety of cir- 
cumstances, from wartime restrictions against the Axis 
powers to peacetime limitations on trade in advanced indus- 
trial and scientific technology with the Soviet bloc. To be 
specific: 

( 1 ) The United States does not have a monopoly on ad- 
vanced industrial and sccnfific technology. The ex- 
pertise and production capability for a wide range of 
advanced technology products exist in most of the 
West European countries and Japan. Over time, the 
ability of a target natior to procure advanced tech- 
nology f.'< -m nations ->»f.cr than the United States is 
likely to ncrease. 

(2) There arc very fe v examples of advanced technology 
that are both essential and unique (that is, for which 
no substitutes are feasible). In the more typical case, 
substitutes arc available, although at higher cost and 
reduced efficiency. The effects on either Soviet beha- 
vior or capability j.re likriy to be slight. Historically, 
the Soviets have generally sought to offset their tech- 
nological inferiority in the military sphere by adding 
additional manpower (to the detriment of their 
civilian economy) and by proliferating less sophisti- 
cated weapon systems than we have been able to 
deploy.' 1 



Pol esampie. tly Soviet i-v or.se to utphislnated manned homber denlov 
menu in the J v,(h "»* C* deployment of equally sophisticated counter 
me * . ** lut *t ** h, ah perlormance manned interceptors and surface to-alr 

«r , *n , „ , .:;s'*7 U,d . h ". , i. hrCB J, T b, k lh * l)n,,,d wl most Writ Euro- 

pear n.iionv fated with a similar threat I Kather. the Soviets simply pro 

and T* t >r, L ttumbeis or day hyhlers (primarily the MKi IS and foiGdSl 
K? , SA . , n<1 5 A * 'I'M *»» done at hl*her cost then Seoul I ha>e 

'£L‘'S*« sophisticated cost .effective equipment could have been employe/ 
Hut the Soviet approach did provide an effective air defense system p ’ 1 
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. I . mt-isurc the contribution of ad- 
<3 ’ vgtcmdv: technology » nhlun,, 

effectively employed in many parts of the bureau- 
cratic apparatus of the centrally planned Sov.c 
CC ont,my , but it could 1* used m >hc c<.nt ol of 
rada's and missiles m a M.ph.st.catcd ABM system. 

The largest component to our total exports is agr ,cu, lure^ 
rJslcZcc, a Tegreeof 

br.rder! on hi $6 billion ... $17 bill, on. w 1*3 

'’"'elm Ihdc the value ot nonagncullural capon! ha! riser. 

^ « * , „ employment id agrieul.ural exports as 

:S d economic ...are Resents characteristics 
that are not present in industrial commodities. 

(1) The most advanced agricultural technology has been 
developed and erploited in the United Su.^ As a 
consequence, there exists a vast capacity for export, 
especially in raw agricultural commodities (such as 
wheat, corn, rye, and oats) 

m The United States is the only nation able to export 
agricultural commodities in large quantities that has 
a parallel capacity to augment output in response 
changes in worldwide demand. The other tta.or na- 
dons with an agricultural export capacity cannot 
easily increase output, nor do they produce agricul- 
tural surpluses in large enough volume substantially 
,o diminish American dominance of the agricultural 
export market 

, lk< , m imki It i* »n mif*idl t proponent i*l 

• £ SISWhM i — .« development 
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<}> Thc abll "> of tiirgct nations to substitute indigenous 
production for imports, or to import higher-cost sub- 
stitutes, ,s extremely limited. This ,s especially true 
n the case of feed grains in the Soviet Union and 
food grains in the underdeveloped nations. 

(4) The US comparative advantage in agriculture is in- 
creasing over time relative to that of other nations as 

J result of a high level of research and investment in 
agriculture. 

Ui) As per capita income increases in the Soviet Union 
(and other nations), there is a strong desire to en- 
hance the quality of agricultural products consumed. 

I his shift in demand is frequently impossible for the 
already inadequate agricultural sector to accom- 
modate without massive shifts in domestic resource 
allocation n the agricultural sector 

(6) Low agricultural productivity in the Soviet Union is 
I cu t to remedy because of an inadequate agricul- 
tural infrastructure (such as the absence of adequate 
mterfarm marketing, a rural road net, and so forth) 
i<- support increased investment in agricultural tech- 
nology of the kind commonplace in the United States 
(such as fcedlots for livestock). 

S,aU ‘ S hi,S CVCry rcason ,w usc ' h “ vast agri- 
cultural lever ,n support of its diplomacy. Many of the na- 

<ns with which it has important conflicts of interest arc 
precisdy those whose dependence on US agriculture is likely 
be most significant over the near term. The manner in 
which the conflicts arc resolved is important, they may not 
£ capable of politically acceptable resolution through the 
,^77 rCC ThC ^cultural lever, however, may 

ter nan n dp< "" ac > ,n,provcd prmpects for success in an in- 
ternational environment where it may be difficult to sustain 
our foreign policy objectives by other means 
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The balance of this essay vsill examine in detail the po- 
tential of agricultural products as an instrument of economic- 
warfare Chapter Two will review briefly the recent history 
of economic warfare in the United States. Historically, many 
policymakers have often expected too much from the em- 
ployment of such techniques. As a consequence, more realis- 
tic opportunities to employ economic warfare in support of 
foreign p^'icy objectives have frequently been overlooked. 
Chapter Three will investigate the capacity of the United 
States to cmplo) ..gricultural exports as an instrument of 
economic warfare Our preeminence as a world supplier of 
agricultural commodities has increased substantially over the 
past four decades. Parallel to this development have been 
demand shifts that appear likely to sustain this preeminence 
for maoy years to come. Cnapter Four will suggest some 
bureaucratic and institutional mechanisms to implement this 
form of economic warfare. Chapter Five will analyze the 
strategic implications of employing agricultural exports for 
economic warfare purposes in three d’.crnativc circumstances 
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In recent years there his t> 
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Export Control Act of 1949 ™ ,n, * ra,IOn Act replaced the 
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,,s "'ore lenient terms are t mi, " ary s 'i? n 'ficanec 

r 'J' d con,r ‘* of the trading with?*?’ h ° Wcvcr ’ b > ‘he 
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regularly been more liberal in their interpretation of the 
range of. goods that should he embargoed As a result. 
C CX OM countries regularly export commodities to the Soviet 
bloc which arc prohibited to United States exporters 



there is considerable evidence to suggest that statutory 
measures to support US restrictions on t.ade w„h potential 
or actual enemies have been based upon a grossly exagrer- 
ated set of expectations A recent study of the history of 
S-Sov.et trade, and of American efforts to inhibit such 
rade by statute, argues that economic warfare measures must 
have a direct major impact on the military or economic 
potential of an adversary if they are to be succcsstul » US 
strategy to undermine the military capability of Nazi Ger- 
many by saturation bombing of supposed bottlenecks in 
the German economy was not really successful. While the 
Germans were prevented from producing adequate suppl.es 
of some strategic items, they were nevertheless able to main- 
Uin a formidable military capability. “IXnials. whether by 
bombing or embargoes, to be really effective must be very 
broadly based and nearly complete." Moreover, "at present 
m peacetime, even a very tight embargo may be a cause of 
passing inconvenience and delay, and ,*rhaps a small cost 
ut no mote than that. Small costs like these arc especially 
easy for a centrally-planned economy to bear "" Arguing that 
an embargo must be virtually airtight to achieve a significant 
effect, the author concludes that a US trade embargo against 
Soviet Union could not be very effective in inhibiting 
V)vict economic and military development. 



By thus establishing a very high set of expectations for 
economic warfare, such techniques have often been dis- 
missed since the mid-1950s, when they were tried and found 
wanting as almost wholly ineffective I would argue, how- 
ever. that this perspective on economic warfare is incorrect. 
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required annual increase will ’nave to be a third higher, or 
4 5 percent, to meet the objectives set." 

The overall increase in inputs to the agricultural sector — 
primarily industry inputs — will undoubtedly strain Soviet 
industrial capacity This is likely to be cspccally true for 
construction materials and agricultural fertilizers The broad 
details of the plan arc summarized below •- 

Investment directly into agriculture is scheduled to 
be nearly 129 billion rubles (about $172 billion) dur- 
ing 1971-75.“ Meeting this goal will require agricul- 
tural investments to grow an average of 9 5 percent a 
year and to rise as a share of all investments from Z'VS 
percent in 1970 to 27.5 percent in 1975. 

Total investment in machinery and equipment ( pro- 
ducer durables) for farms during 1971-75 is planned 
to be 35.5 billion rubles, a 54 percent increase over the 
value of such deliveries to farms in the last half of the 
1960s. 

About one fifth of total investment m agriculture is 
to be expended on land amelioration, mostly reclamation 
by irritation and drainage The boost in investment in 
land reclamation is to result in an expansion of about 
30 percent in the stock of irrigated and drained land 
In support of the reclamation effort, Soviet industry is to 
deliver new construction equipment into agriculture in 
an amount equal to nearly 90 percent of the total inven- 
tory of such equipment in the overall construction sec- 
tor at the end of 1970. 



"I) B Diamond and < H Kiu«o Burnt Drvelopmentv In Output and 
Piodtxtlvny in Soviet A»nculiuit." in Savin t.cmvmlr Frmprclt lor Ihr 
Wt. p MV 
i- IbU . p UU. 

'’thr nominal vatu* ol the luMe i» o 7S iubte« to US SI C onvemon at lhl> 
valur §ivt» a iou»h idea of the matmttudr ol nonomic uuanllttea Involved In 
the protiam 
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iht'M areas, only the United States has the capability of 
bcinj; an exporter on the scale required by the Soviet Union 
In these circumstances, what might he accomplished by 
using agricultural cxpoits as an instrument of economic 
warfare 1 



It is not reasonable to expect that dciii.it of United Stales 
agricultural exports to the Soviet Union would bring the 
Soviet economy to its knees. In fact, with a few rare excep- 
tions, virtually every modern economy is immune from crip- 
pling economic warfare of this variety What economic war- 
fare can do in these circumstances is the following: 

( 1 ) Because imports of grains are important to the Soviet 
plan for agriculture, denial of these grains can have 
an important impact on agricultural resource alloca- 
tion within the Soviet Union, and consequently affect 
the success of the plan. 

( 2 ) In order to make the agricultural plan effective, in the 
absence of United Stales grain imports, the Soviets 
would be forced to take resources away from other 
sectors of the economy, especially the defense sector. 

(3) The Soviet agricultural plan is politically important, 
not only for reasons of economic autarchy, but also 
to restructure the system of incentives in order to 
raise productivity in other sectors of the economy 
Thus, it will not be lightly abandoned. 

(4) I he political stake that the Soviets have in the suc- 
cess of their agricultural program may open up diplo- 
matic opportunities for the United States to obtain 
political quids pro quo for our agricultural exports. 

Similar opportunities m other circumstances will be dis- 
cussed at a later stage These opportunities arise chiefly from 
the US position as a major food cxpoitcr to regions of the 
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world whose agriculture is inadequate to suppoit domestic 
needs If one’s expectations as to the effectiveness of manipu- 
lating foreign agricultural sales are distorted by the World 
War II notion of bringing an opponent to heel, then economic 
warfare is likely to be a failure On the other hand, if one 
views economic warfare as a device for significantly influen- 
cing the behavior of potential adversaries, then such a 
strategy can make a useful contribution to the achievement 
of foreign policy objectives without resort to (he threat or 
use of force 
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Historically, nu.rc.iscs m iigncullur.il output li.ive tonic ;is 
.1 consequence ol increases in planted acreage ;ind fields per 
.icrc- ( hihlc ^ mdiciitcs that the former option is no longer 
iiviiilnhlc in the l nited Stiitcs, ci op hind acreage withheld 
from planting has c<ecltncd from nO million acres in I ‘>72 to 
zero in 1974 ) [here have also heen substantial improve- 
ments in the yield per acre m cereal production as a result 
of improved technology particularly m high-yiJd strains of 
wheat anJ rice In some cases, particularly Pakistan, the 
yield per acre has nearly doubled."- 

As noted earlier, however, as per capita income increases 
there is a marked change in preference in favor of the con- 
sumption of high quality protein, especially livestock In these 
circumstances, livestock convert high protein feed grains into 
beef, pork, and poultry. On a per capita basis, the average 
American consumes over one ton of grain per year, only 150 
pounds of which are consumed directly; the remainder is con- 
snmec f indirectly in the form of animal protein.' 7 It is in the 
production of feed grains that the United States has its most 
conspicuous and enduring predominance 

The United States, which exports 75 percent of total North 
American feed grains in the international market, is also 
dominant in soybean production, the most important soiree 
of livestock protein Throughout the '960s and 1970s, the 
United States produced 90 percent of the world's exports of 
soybeans ■' Moreover, because of the importance of soybeans 
to the diet of both the developed world (in the form of indi- 
rect consumption through livestock) and the underdeveloped 
world (nearly one billion people consume soybean products 
directly as a protein source), that dominance is lik-ly to 
continue for many years to come With the exception of 
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Hr.i/il. which has bcgnr. to produce soybeans, the United 
States is the only nation with a signilicant surplus available to 
the international export market The ability of the United 
States to expand soybean production is limited, however, by 
technology and the absence of implanted acreage In recent 
years, the major portion of the fourfold increase in the soy- 
bean crop (X5 percent) has come about as a consequence of 
additional planting of soybeans Increases in yields are not 
vulnerable to the technological changes we have experienced 
with wheat and rice 

While there has been a fourfold increase in the production 
of soybeans since 1950. yields per acre have increased only 
one percent (one fourth of the average annual increase for 
corn over the same period). Nongrain substitutes for protein 
are ddlicult to obtain I he most important, fish, has been a 
declining source of protein since 1969. after increasing at a 
five percent annual rate since 1950 Moreover, several of the 
30 kinds of commercial grade hsh now taken wi'l not sus- 
tain the current level of catch.’-- Advanced technological 
cllorts to pioduce synthetic forms of protein from petroleum 
are not yet a cost-effective solution, and may not be so for 
several years. This situation has led one obscrvci to note 

Vkc may be witnessing the transformation of the world 
protein market from a buyer's market to a seller s 
market, much as the world energy market has been 
tiansfoimed over the past few yeais 

The Worldwide Demand for Agricultural Imports 

As a consequence of several factors, including organiza- 
tional shortcomings, inadequate investment in agriculture, 
increasing population, climatological shifts, and increasing 
iwr iii/i/m income, there has been a worldwide increase in 
the demand for agricultural products from the surplus-pro- 

Ih, s..»hs 4 ii is 4 l.miirn »!!h 4 Puili in supply »1 nilmtirn. 40J .on*qiicmly 
is n»»i suvrpnhlr *»' nili-'iit-n lti’ -1/fi Ihiit , p 1C 
>• lhi,l , p IS 
•' II ini . p 11 
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ducing lui t inns of i hi. world. Since I ‘<7 1, US food grain <'X- 
|xirls have nearly doubled, from 16 4 million metric tons to 
'I million metric ions in I ‘>73-74 (estimated) Moreover, 
worldwide exports from ihe major producing nations have 
increased by 27 percent over the same period Ihe export 
of food grains reflects substantial shortfalls in many parts of 
the underdeveloped world as a tesult of extended droughts 

Ihe expori ot feed grains, which has increased almost as 
spectacularly . underlines the constant shift m preference for 
ihe indirect consumption of feed grains i in livestock Japan 
increased its imports of feed grains 28 percent over the same 
period These growth rates exceed the average increase of 
23 4 percent for US feed grain exports ns a whole These 
data are reproduced in Tables 4 and 5. 

Statistics on Soviet grain imports reflect considerable vari- 
ability In the past two decades, the Soviets have experienced 
substantial production shortfalls every 3.3 years. Table 6 (on 
page 26) emphasizes the volatility of Soviet production. 

In the most recent year lor which complete data arc 
available. I-Y I4">3, i he Soviet Union purchased over 38 
million metric tons of grain — the largest such purchase in 
recorded history Based upon what is known of the Soviet 
agricultural program, it can be anticipated that Ihe Soviet 
Union will be a periodic net mipoitcr of grain for many years 
to come As mentioned earlier, the Soviet program for the 
expansion of their live .lock inventory i> a high priority 
program It is so important that, despite the major crop 
failure in I V 147V, the Soviets did not slow down their 
program of grain imports. In fact, they increased per capita 
consumption 1311' Soviet Union has a long way to go before 
their livestock inventory can approach the United States 
At the present time, the US has approxinii ' 'y 40 million 
head of beef cattle, compared to some 2 million in the Soviet 
Union Substantial augmentation of agricultural output will 
take many years, and frequent supplementation by imports of 
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W hc.tt Production. I xp**rls. and Imports 
Selected ( outlines and Region- 
(in millions ol metric tons) 





1071-72 


1972-73 


1*173-74 








(est ) 


C anada 

Australia 

Argentina 

Western T urope 

USSR 

USA 


13.7 

8.4 
1.2 
8,6 

5.5 
16.9 


15 7 
S 4 
3.3 
12 0 
2.5 
32 0 


13 7 
68 
1.3 
12 0 
4 0 
31.0 


World total 


55.5 


73.5 


70 3 


Imports 

Western F urope 
Japan 

F.aslern l-.urope 
Mainland China 
USSR 


12 2 

5.0 
4.8 

3.0 
3.4 


13.0 
5.5 
4.7 
5 4 
149 


13.5 

5.5 
4 0 

6.5 

5.5 


World Total 


55.5 


73 5 


70.3 


l‘ri nil, clion 
Canada 
Australia 
Argentina 
Western F urope 
USSR 

Fast l uropc 
USA 


14 4 
8.5 
5.7 
51 0 
98 8 
30.0 
44 0 


14 5 
6.6 
6 8 
51 3 
KS.8 
30.7 
42 0 


17 0 
13.2 
5.4 
49.8 
100 0 
31.5 
47.0 


World Total 


3406 


331.1 


354.8 



Consumption 
World Total 



336.6 



355 4 



360 4 
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TABU 5 

I ced (trains Production. T.xports. and Imports » 
Selected Countries and Regions*' 1 
(in millions of metric tons) 





1971-72 


1972-73 


1973-74 
( cst . ) 


Exports 


Canada 


4.4 


3.6 


3.5 


Australia 


3.2 


IK 


1.9 


Argentina 


6.3 


4.3 


7.1 


South Africa 


2.2 


3.3 


0.3 


1 hatland 


2.3 


1.4 


2.3 


Western Europe 


11.4 


11.0 


11.5 


USA 


20.7 


35 5 


37 3 


World total 


53.4 


62.6 


66.0 


Imports 


Western Puropc 


26.4 


280 


29.0 


Japan 


10.0 


21.0 


13.1 


USSR 


3.9 


4.9 


5.0 


Pastern 1 uropc 


5.0 


3.7 


3.7 


World Total 


53.4 


62.6 


66.0 


Production 


Canada 


22.2 


189 


19 2 


Australia 


5.8 


3 6 


5.3 


Argentina 


9.5 


15.5 


15.6 


South Africa 


10.2 


4.6 


10.0 


Thailand 


2.3 


1.4 


2.6 


USSR 


70.6 


70 2 


85 0 


Pastern Puropc 


50.1 


55.1 


55.3 


USA 


189.7 


181.9 


191.9 


World Total 


563.4 


544.8 


578.4 


Consumption 


World Total 


547.7 


563,4 


582.4 
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TAM l 7 

USSR Progress in Meeting 1971-75 Plan Goals 
for Agriculture" 

( in millions of metric tons ) 

Avenge prodot lion 





<to«U lot iveraye 


Avenge actual 


needed in 1977 7* 




production in 


production in 


lo meet 1971 7S 




iv^i -»s 


1971 


gojl* 


Grain 


195 0 


171 0 


2110 


f jtaunrs 


• • 1 


85.1 


,r< 


Vegetables 




20.0 




Cotton 


7 .0-7 2 


7.2 


h.9-7 2 


Sugar beets 


87 5 


73.9 


96 6 


Sunflower seeds 


6.7 


5.5 


7 5 


Meat 


14.3 


13.5 


14 8 


Milk 


92 3 


83 2 


98.4 


Eggs 1 ' 


46 7 


46.7 


46.7 


Wood 


464 


.422 


492 



' Ufficul production d*t. dte presented in this uMe to permit a utmpifiwn of 
actual production with plan goal* In the cate of pram and «unflowcr veedv the 
innh production oiemain ugmfWantly the net uuNr ouiput~>by an average 
ol about eight percent for tunAower teed* and IV percent lor gram 
* Raved on preliminary evtimatet of 1972 production and acti at production tn 
1971 

Not available 
■* Billion* ol eggv 

further Although Soviet leaders arc counting on sub- 
stantial gains in 1973-75 to bring production back in 
line with the original 1971-75 plan goals, the actual 
gains arc very unlikely to bring the USSR’s farm output 
up to 1970 US output hy 1975 

The 1971-75 plan goals for the production of meat, 
eggs, and cotton could be achieved, but the increase in 
targets f or production of milk, grain, sugar beets, and 
sunflowrr seeds, are probably be>Jnd reach (sec Table 
7) In < rder to produce an av rage of 195 million 
(gross) tons o.' grain in 1971 -"5. for example, the 
USSR would have to get an average crop of 211 mil- 
lion tons in 1973-75 — 43 million tons more than 1972 
crop Even if achieved, this w.wld not yield enough net 
usable gram to come up to the US level of 1970. 
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Mnrc mipoiiani, the USSR surely vsill face me reusing 
difficulties in 197.1-75 in meeting requirements for 
ermn from domestic resources if the leadership holds to 
its commitment to strengthen the livestock sector As 
indicated above, the expansion of livestock herds and 
nici eased feed rations per animal, coupled with con 
tinued inefficiency in converting feed to live weight, 
have raised Soviet icquircmcnts for feed substantially 
At the same time, yields of forage crops have virtually 
stagnated, p aeing the burden of supporting the live- 
stock program on feed grains The USSR, however, will 
not be able to grow the corn and soybeans which are 
the basis of l 'S rations I hus. Brc/hncv’s livestock pro- 
gram. if it s maintained, will become increasingly 
costly, in p. rt because of a continuing need to buy 
foreign grain 

Many other factors will inDuence farm production 
m both the US and USSR -political development is 
well as economic constraints Unusual developments in 
export demand, for example, could result in more rapid 
growth of US output, ns, tig land now held out of pro- 
duction to meet output needs | n the USSR, on the 
other hand, the further oponsion of farm output de- 
pends largely on resources and technology still untested 
under Soviet conditions and on policies not f u • 1 -» iormu- 
latcd Continued Soviet purchases of US feed grains no 
doubt will stimulate both USSR ou'put of livestock 
products and US output of feed grain 1 , The uncertainty 
surrounding future grain purchase* notwithstanding, an 
extern. on of recent trends in US and USSR farm out- 
puts suggests that Soviet production might increase to 
only about K5-XK percent of US output bv IV7S 




l-or different reasons, circumstances in the underdeveloped 
world als» sugge-' a continued ir’-rest in purchasing US 
agricultural imports Historically, the nations of Africa and 
Asia were self-sufficient in grain production, but this has 
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changed since iIk- iiml |4t(is llicv have gone Irom a ik'I 
i spoiling position nl thn c million metric tuns cxpoited an- 
nually in the 1444 ^X pc nod in a net importing position of 
4^ mil ion inline toils in 1473, according to an Overseas 
Development Council estnn.Pc 

I aide S points nit the diamatic slnlts that have taken 
place in the past four decades in the distribution of net gram 
iniportcis and cxporteis I he most conspicuous aspect of this 
shifting pattern is the almost total dependence of much of the 
world on North American gram production 

I ABU X 

I he ( hanging Pattern of World Drain I rade 



Region 


|4’4-3X 


I44X-S2 


I9MI 


1 46b 


1473’* 






( millions of metric tons) 




Noitli America 


i 5 


t 2 3 


f 34 


f 54 


, XX 


1 atm America 


• 4 


t 1 


0 


f 5 


4 


Western 1 ,uiopc 
l‘..<stern 1 uropc 


24 


■> •> 


2S 


27 


21 


and USSR 


, S 




t) 


4 


27 


Africa 


• 1 


t) 


2 


7 


4 


\si.i 

Austialia and 


, a 


b 


17 


34 


3‘J 


New /.calami 


• 3 


. 3 


t <• 


i K 


♦ ~ 



' Knotts tit i « %i»* »t f % mums sign tlinon-v net imports 

• t.Mmwiir 

Sfuni- OuiH'is I sflopitu m ( oim il 

Ihis dependence is more stark than the dependence of 
Western I nropc and Japan on Middle Eastern oil, primarily 
because ol the inadcc|iiate eharaeler and high costs of substi- 
tutes foi t S agricultinal products as compared to the inter- 
mediate and long-term substitution possibilities foi petroleum. 
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Ihese increases in dcm. mil. when set against supply 
shortfalls and changes in taste in the developed world, have- 
left a very formidalc burden on the underdeveloped nations. 
Since FY 1972. the grain imports of the underdeveloped 
nations of the world have increased from 20 6 million metric 
tons to 2b 7 million in FY 1974.-“ At the same time, there 
has been a 207 percent increase in the price of grain, and 
this more seriously inhibits the development of many of the 
nations involved than the increase in the price of petroleum 
in recent months 

As a consequence of unfolding events affecting both the 
supply and demand for agricultural commodities on a world- 
wide basis, the United States has— without planning for it — 
acquired an unparalleled capacity for influencing interna- 
tional economic welfare through manipulation of agricultural 
exports. Stated simply, the combination of an increasing 
worldwide demand for the agricultural products the United 
States produces in abundance, and the absence of significant 
alternative sources of production, will place the United 
States in a unique peacetime position. We have, in short, 
an effective near-monopoly of the raw materials of sub- 
sistence For the near and intermediate term, moreover, 
the inevitable growth of foreign demand and the dominating 
position of US supply make it likely that this situation will 
continue for several years. 

The strategic implications of these unforeseen circum- 
stances have not been widely explored, nor have the tactics 
for exploiting them been developed in a systematic manner. 
I he following chapters of this essay will attempt to sketch 
some of the strategic dimensions of the situation, as well 
as how they might be exploited to advance the national inter- 
ests of the United States 
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Implementing (economic Warfare 



The United Slates has not employed agricultural exports 
as a component of economic warfare in any serious manner 
in peacetime As a consequence, it lacks the bureaucratic 
and institutional mechanisms to do so. But wc have had 
considerable experience with similar institutional arrange- 
ments that are compatible with the conduct of economic 
warfare, and this experience could readily be drawn upon. 

Two mechanisms would be useful to implement such a 
policy rhe first is to obtain tight control by the federal 
government over the flow of agricultural exports There has 
been substantial pressure in recent years to do this for reasons 
that are primarily protectionist in nature to minimize the 
impact of foreign demand on domestic US prices by restrict- 
:ng exports to a level that would limit price increases to an 
acceptable level Until the aftermath of the FY 1972 grain 
sales to the Soviet Union, there was little serious effort to 
carry out such a program because of its potential adverse 
effects on international trade The impact of the July 1973 
embargo on soybean exports— especially in Japan and 
Europe, which are heavily dependent on US soybeans— was 
formidable, however, and illustrated the kind of reaction that 
could be expcc' i from any significant interference with 
international agricultural trade. But the licensing machinery 
established under the Export Control Ac; of 1949 docs pro- 
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vulc> the necessary vehicle In. limiting agnculuira cxpeir 
,f should woh to do so Under this system all agneu - 
tura l exports would be required to obtain a validated export 
license m a manner similar to present controls on the export 

K.-MIXC coiimuTU.il elec 10 Irtemliy * 

routindv approved But exports to nations with uspcct t< 
which the United States had a powerful political reason to 
make sales conditional upon some diplomatic orange me . 
1 m be- rigorously com,,., lei A, Hk.ui.k- lime • » - 
of control would be- far less intrusive than sonK O ,h 
posals that have been advanced m the wake of the S, v c 
ura.n deal, the effect of which would be to make agricultura 
exporters almost totally subject to government monitoring of 
,hnr business affairs. In addition, this procedure would tranv 
form agricultural commodities into an instrument of both 
economic and political significance; and United States policy- 
makers would have available an additional tool of diplo- 
matic leverage without major institutional change. 

| he flexibility of agricultural exports as an instrument of 
foreign policy could be further enhanced through the meat ion 
f nnn r com ,b;„ couM be- need c„,„c y He a„ ms, u- 
,,'cni ,.l govcmincp policy. Under Ihe PC-4MI m'™. <* 
United States has relied entirely on commercial surpluses to 
implement agricultural aid policy As a result o. increased 
worldwide demand for agricultural commodities, there has 
been a dramatic drawdown of reserves; ami as a result. 
PI -4K0 shipments have fallen to one third of 1071 levels 

I here are a number of current proposals for establishing 
, centrally operated world food reserve or an internationally 
coordinated system of national reserves to cope with food 

1 Sis AO •" ' '‘ljl*«a Vht "I'l.Ub ' "V ' Ih " "w *' A ' 1 * J> '*’ ,rjui * ,h ' 
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shortages In general, these schemes arc humanitarian in 
put pose. . i ml ;iii designed to assist in the distribution of 
existing gram i esc i v cs among nations that suffer from natural 
disasters resulting! in significant shortfalls There lias also 
been much concern among commercial agricultuial interests 
over the prospect that large pram icserves subjee' i», ^overn- 
nient control \conld become a significant “overhung" on the 
market, resulting in uncertainly in agricultural prices To a 
significant extent, this concern is justified, high agricultural 
prices can be as much of a deterrent to consumption as physi- 
cal shortages of the products themselves 

A proposal mine consistent with the commercial interests 
of the agricultural exporting nations would he the establish- 
ment of a US government reserve, carefully partitioned from 
the domestic m.nket, that would be 1 employed for both hu- 
manitarian and political purposes The most important at- 
tributes of this system would be the following 

( I i Any commcicial sales from this reserve, whether 
foreign or domestic, would he a a price that approx- 
imated recent market prices at the time of sale 

(2) I he lood tesetve should he accumulated by the gov- 
ernment in a manner that would minimize the it ipact 
of such purchases on prices in domestic and foreign 
markets litis could be accomplished by adding to 
the teserve on'y in years when there is a significant 
surplus in domestic agricultural production 

( .3 i Hum. nut. in, in rebel would be coordinated w ith other 
agrieultmal exporting nations; but the reserve would 
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Strategic I mplicat ions 



I lie addition of .1 viable (v tienli.il lor economic warfare 
could he a useful diplomatic tool to add to the options avail- 
able to US policymakers m the period ahead. I or many years, 
the notion ol US policy as reflecting thi ‘■powerlcssncss of 
the powerful" has underlined the limits on US policy choices 
In the l‘)t»Os. it was argued only half in jest — that the 
world's only two superpowers wete North Korea and North 
Viet'Min, because ol their set ions military provocations 
against the United Slates while hi a |tosttion of stark military 
vulnerability ..ad simultaneous political immunity to US re- 
taliation. 

In fact, this eiieunistaiiee lellecis the limited number of 
|x>hcy options available between simply absorbing the juilit- 
ical or uiihlaiy provocations of minor powers and rescinding 
with an undue anioutii of loree I Ins is quite unlike the US- 
Soviet ease, where there is now a well-developed tlieoiy of 
graduated response at valving levels of piovocation Milch 
less attention has been devoted to the t.inge of appropriate 
res|Hinses to small and medium powers in a political crisis 

I he feasibility ol employing agtieiiltuic loi diplomatic 
ends is by no means the whole answer to the problem of 
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production. n i i | x . i I - ( >| ( S Iced giants arc likely In be 
.1 |vi in, uk lit rcqmii'nicnt 

I hese i in imistatkcs 1*1 m nlc Mime explicit opportunities 
to illicit Soviet political kli.iwoi il the US chooses to cm 
plo\ its lever. ice as a consequence • *1 its dominance of the 
acricultiiial upon maikct (lie lirst is to mlUieiicc resource 
allocation within the Soviet economy Withholding feed 
glams (mm the Soviets would have a major impact upon 
resource allocation il the Soviets sought to maintain their 
objective ol increasing livestock pioduction I ivcstock pro- 
duction imposes vciy high inlrasiiuclure costs in any case 
In addition lo the problem of providing adequate feed grain 
supplies, then- ate costly fccdlots to develop and maintain, 
major improvements to be made in the Soviet system of 
interfarm maikcling. n, the rural road network, and in 
"ini ketmg and distribution channels, and substantial hutcau- 
iratk changes to suppoit tin necessary redirection of Soviet 
agriculture 

I hi level age ol l S teed giant exports would be magnified 
il tlics should be withheld oi not augmented during periods 
of significant shortfalls within the Soviet Union Major short- 
ages of Iced gram would require drastic shifts in the allocation 
ol icsoiirccs from other scctois of the economy to the agricul- 
tural seetoi. thereby inhibiting Soviet industrial and military 
|*otcutul In tins regard, mampiilaton of agricultural exports 
to the Soviet l mon is likely to have a much more significant 
impact on resource allocation within the Soviet Union than 
withholding imlustiial teelmologv Commenting on this phe- 
nomenon I’rofessor I < Schilling has stated " 

Wheat shipments may have the same elfeet on mili- 
tary pmgrams as jet engine sales. Wheat shipments may 
permit the Soviets to keep chemical industries oriented 
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toward munitions rather than fertilizers; jet engine sales 
may permit the Soviets to allocate engineering resources 
to consumer goods rather than jet engines. 

I his view is reinforced by recent research into US-Soviet 
dollar-ruble ratios According to a CIA study, a ruble could 
buy somewhat less than a dollar's worth of food.' 3 But its 
value would appear to be much greater in relation to most 
major industrial products lor example, Hnlzman cites a 
ruble as worth $‘>.09 in the purchase of electrical control 
apparatus. SK.OX m buying power boilers and steam turbines, 
and VS Sb in relation to metal-cutting machine tools. The 
stark difference between the exchange ratios for some indus- 
trial products and those for agricultural commodities is ex- 
plained by the fact that the defense sector receives priority 
in the allocation of investment and research over the agricul- 
tural anil consumer goods sectors Hol/man concludes: ' 3 

An embargo policy designed to prevent the USSR 
from reaping large gains from trade would do well to 
concentrate on low dollar ratio commodities. 

In addition to the economic implications of the manipula- 
tion of agricultural exports, substantial political costs could 
be imposed on the Soviet leadership responsible for short- 
falls in agricultural output." This is particularly true in a 
context where the Soviet leadership has sought to raise Soviet 
expectations for substantial improvement in the Soviet diet 
in the near future It is not apparent as to what extent the 
Soviet leadership would be willing to absorb these political 
costs in order to avoid cutting back on the armed forces. 
It may be possible to force such a choice on the Soviet lead- 
ership I his is an option that has not hitherto been available 
to US policymakers. 

< iii vi hi llol/nun /«*« til |* 

» Ifuti 

m || hui been widely kpuulalrd ihat the failure of ihe Sonet harvest in I9 Aj* 64 
was j primary i.»u\e »*f Khtuvho v fall from power in October l%4. 
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I here a,e other possibilities perhaps less s ( xetacular, but 
significant ncvcithcless vvhcio I he l nited States could ex- 
l'l<'tt .is predominance m apiculiui.il production \ example 

*-uld lx m improving its h.upnmny: on „,. (M n raw 

-iiatcnaK suppliers who are alien, pi, n|S lo improve their lerms 
0 ,ralK """"Vh l he establishment ol cartel arrangements 
as the pel, oleum ev|vo,i„u: na-ions have done In a recent 
, ”" K nonluel minerals, there appears to be 

■I least a limited opporlui.il> to, producer nations to raise 
pnccs and improve the,, terms ol trade with the mmcral- 
consuminp developed nations 

Denial ol access to raw materials, or sharply risme prices 
lor them could substantially increase the cost ol products 
I,K 1 , " u ' 1 Sl -»^- ‘••il he i directly or by lorcne the 
Us e ol " K,,,c ' c "« •"*' h ,i:he, cost substitutes, but ,| ,s un- 
hkelv to Iv cripplmp Nevertheless, the substantial agricul- 
tural requirements ,,| many underdeveloped nations of the 
vsorld inch, dine the (Xtroleun, export, ng nations makes 
this dimension ol 1 s eeonomiv power a potentiallv useful 
instrument ol international economic diplomacy ■ 

!hc data p, esc, .led m I ables » .,nd 10 cinphasi/c the 

,n ' •"'< conllicl over access to foreign re- 

sonrees Ol 12 important nnneials. the United States ,s 
more than St, jxrccnl dependent foreign sources ol sup 
Pl> ,lum "•tally dependent with rcs|VCI to 
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foui t chromium, cobalt. manganese, and tin) A substantial 
traction of i lu* ownership ol these resources is vested in 
either C ommunist bloc n.itions, or in underdeveloped nations 
whose willingness lo eniplos conservation measures to im- 
prove their terms of trade or for political purposes is. how 
ever, vet to be demonstrated 

TABLE 9 



US Import Dependence 





Imports as 




a percent of 




consumption 




in 1973 


Bauxite 


84 


Chromium 


100 


Cobalt 


100 


Copper 


8 


Iron Ore 


29 


Lead 


19 


Manganese- 


100 


Mercury 


82 


Nickel 


92 


Tin 


100 


Tungsten 


56 


Zinc 


50 



During the 1973-74 Arab oil embargo, the United States 
was not organized foi more than two responses military 
intervention, and passive resignation to accept the short-term 
costs of the embargo With appiopriate organization, a third 
alternative would have been available as an instrument of 
diplomacy - the manipulation of the delivery of agricultural 
products to the Middle l ast. I his diplomatic lever is not 
only commensurate with the provocation, but also far more 
likely to achieve success than the establishment of a con- 
sumers cartel, as was favored in some quarters. 
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IVlwCnirl|!i 
Ol w Ol Id 
ic serves 


Bauxite 


Austi alia 


3d 3 


(iuinea 


22 <• 


United Stales 


3 


Othei 1 ree World 


4 3.11 


( omniums! ( minifies 


3 4 


( hromium 


Kepuhlie ul South Afnea 


(>2 V 


Southern Khoelcsi.i 


32 ') 


United States 


— 


Other I -ree World 


2.X 


( oniiuuntst Countries 


1 3 


( olialt 


/.me 


27.5 


Sew ( aledonia and Australia 


27.1 


/.amhia 


14 0 


United Stales 


1 o 


Other 1 tee World 


X.5 


Coniiiuinisl Countiies 


2 1 *> 


( upper 


United Stales 


22 4 


Chile 


15.7 


Canada 


x.y 


Other 1- ree World 


4| 6 


('oinmunist Countries 


1 1 4 


Iron Ore 


( .iiiad. i 


14 5 


Ura/il 


10 X 


United Stales 


3 6 


Other 1 ree World 


24.5 


Communist Countiies 


46.6 
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( ,m li, \\.,t I li arfara m Kd» Materials 



Lead 

I Jmlvrd States 

Canada 

Australia 

Other Tree World 
Communist Countries 



Percentage 
of world 
reserve* 

38.9 

13.2 
8.3 

22.2 

17 4 



Manganese 

( iabon 

Republic of Soutf) Mrtc.t 
United States 
Other Tree World 
Communist Countries 



15 0 
8.5 

35.0 

41.5 



Mercury 

Spain 

Yugoslavia 
United States 
Other I fee World 
Communist C .untrtes 



*9.1 
8.7 
7.2 
21.9 
13 2 



Nickel 

Ness Caledonia 

Canada 

Cuba 

United States 
Other I fee W orld 
Communist Countries 



33.3 
13 6 
9 I 
.4 
21.9 
21.6 



I'in 

Thailand 

Malaysia 

Indonesia 

United States 

Other Tree World 

Communist Countries 



31.5 

14 4 
13.2 
I 

**18 

17.1 



A 



c 






Strut run hnplit alium 




1 ungslen 




t nitcd Slates 


6 4 


< ttlier 1 tec World 


lb 1 


( ommunist ( outlines 


77 5 


/.inc 




< anada 


7b 0 


1 tailed Slates 


22 


Other 1 ree World 


35 V 


Communist Countries 


15.3 
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It is difficult to ovctlook the "proxy war" aspects of the 
I *i*73 oil embargo The Soviets were .1 powerful factor in both 
its intensity and duration through its leverage over its Arab 
clients By having available a mechanism that could have- 
been used against the oil producing nations participating in 
the embargo, the 1 tailed States would have had a viable means 
of diplomatic influence to support its objectives in the region 
without resort to the threat or use of force There arc numer- 
ous examples of what could be obtained b\ these means 
from extracting military basing rights from an otherwise 
reluctant nation, to inhibiting alliances hostile to the inter- 
ests of the United States Willingness to exploit our advan- 
tages would almost certainly depend upon the slakes involved 
It is unlikely that this weapon would ever be used with much 
enthusiasm, but its mere existence could constitute a new 
force in the arsenal of American diplomacy 




CHANGING AMERICAN FOREIGN POLICY IN 
THE MIDDLE EAST: AN ANALYSIS 

by Edward S. Boy I an 
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With the advent of the "energy crisis" with ail its ramifications, 
there have been increasing calls for a reexamination of American foreign 
policy in the Kiddie East. In particular the strong support the United 
States has given Israel In Its struggles for existence. Critics of 

current policies argue, in essence, that support of Israeli 

. J I relations with the Arab nations, which is 

*> ^*1: 221- i“S*. bloc's ol, resources and growing 

economic wealth; 

C) provides opportunities for Increasing Soviet influence In the 
area; 

d) carries the risk of a superpower conflict in the region; 

e) Is dancerously weakening American military strength. 

While these arguments have elements of truth In them, they do not 
appear sufficient to justify any sharp change In American foreign policy. 
For it Is rare for any major plank in American foreign policy to be an 
unalloyed blessing, pleasing all nations. In addition to the shortcomings 
of current policies and the benefits of proposed alternatives, one must 

also consider the benefits of policies and what negative develop- 

ments are likely to result If changes are made. 

In particular, diminished support for Israel: 

a) would have adverse International Implications In many -.eas 
of the vor Id; 

tl is not likely to have a significant Impact on American energy 
problems; 
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c) will not guarantee harmonious relations with ail the Arab 
nations ; 

d) could, under some scenarios, be a spur to war in the region; 

e) may possibly lead to nuclear proliferation, in the Middle East 
and elsewhere; 

f) would certainly have undesirable domestic consequences. 

To discuss these points in order, one should note that except for 
longstanding obligations to NATO, Japan and perhaps Taiwan, few aspects 
of American policy have been as firm and long lasting as the commitment 
to support the existence of Israel. Presidents of vastly different poli- 
tical perspectives have ail made support of Israel an Important element 
of American foreign policy. For the United States to suddenly weaken 
Its commitment, not because of any change In Israel or the United States, 
but in essence because of external pressure and economic threats from 
Arab nation, would raise questions about the value and certainty of an 
alliance with the United States in many parts of the world. 

In particular, the Middle East may suddenly become a new "soft under- 
belly" of Western Europe. Any signs of increased Soviet Influence in the 
area would create qualms in Western Europe. If, after all, the United 
States could. In essence, be forced by threats of oil embargoes to cut 
Israel adrift, why could they not just as easily be dissuaded from aiding 
Western Europe by a similar threat? And would Jordan believe the United 
States would come to Its aid, If faced with PLO aggression, when the United 
States had not aided Israel? 

Nor should one believe that a change in policy would raise American 
influence In Arab circles to such a point that renewed Russian Infiltra- 
tion Is Impossible. What is striking when one goes down the list of 
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nations in the area is that the only firm iriend of the United States 
i s ' srael ! 

While some countries, such as Saudi Arabia and Jordan, are now "pro- 
Western," the political perspective of each of them could (literally) 
change overnight. King Faisal now seems secure on his throne, but it is 
hard to know what political forces are seething below the surface. As 
Faisal increases his armed forces to protect his regime from external 
threats, he may be creating an internal threat of even greater consequence. 
Who knows what Saudi Arabian Khaddafi is now a frustrated major or colonel? 

The Shah of Iran is another pro-Western monarch, but he is already 
past 50. At any moment he could be felled by a heart attack. Whether his 
son would be able to rule effectively in his stead, and with what political 
perspective. Is not clear. 

King Hussein of Jordan Is another American ally, but he has already 
survived numerous assassination attempts. Who knows how long his good 
fortune will continue? Moreover, the originators of some of the attempts, 
the PLO, would be ensconced in their own state. It is not unlikely to see 
them renew attempts to incorporate Jordan Into "Greater Palestine." 

Nor should one forget that the PLO, despite noble rhetoric about a 
"secular democratic state," has received significant Soviet aid In the 

paM. Creation of a PLO state either together with or In place of Israel 

\ 

would see creation for a new base for Soviet Intrigue. 

Iraq and Syria seem firmly In the Soviet camp. No reversal of Ameri- 
can policy Is likely to chanye the extreme left-wing orientation of those 
regimes. As to the extent Egypt would show Its appreciation to the United 
States for Its changed policy, inquiries might be made to Moscow. Unless 
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is the decision by Saudi Arabia to reneqe on a promise to the U. S. that 
it would auction its surplus oil, drivinq down the price of oil, when 
other OPEC members objected. 

Conceivably, in the framework of an agreed OPEC price reduction, one 
mnht expect, perhaps, a 10?; drop, from $10 to $3 a barrel of oil Need- 
les. to say, while any price reduction would be welcome, a 10* reduction 
would r, t significantly ease worldwide economic problems originating from 
high oil p i * ce s . 

Some stud es done at the Hudson Institute have Indicated that Saudi 
Arabia could, on Is own, force the price down while earning even more 
revenue, making up on oi ime what it loses on price per b?-rel . Whatever 
econometric models may she such a development seems politically dubious. 
Following years of being "expl. u-'d" by West err nations and their oil 
companies, no Third World nation t ’kely to expo. t vast amounts of oil 
at "cheap" prices, regardless of ratic a.'. 

Finally, with regard to price, it se,. ns clear that OPtC will lower 
its prices only with reluctance; only after s'r t ng market (and perhaps 
political) pressures. For the U.S. to change pok’es because of the 
'nil weapon" would be interpreted as a sign of weakness. As such, it is 
likely to be counterproductive to any campaign to conv nee OPEC to lower 
prices. 

With regard to availability of oil. It seems clear that another 
embargo is a distinct possibility in the event of another Middle East war. 
But it is far from a certainty. 

In many ways an embargo would be more difficult to institute now than 
in 1973. First, Arab nations have invested large amounts of their excess 
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oar n i ngs in Western nations, especially in the United States. A renewed 
embargo could sec the loss of some, if indeed no, all. of the, Investment 
Second, whereas in 1973 the main Arab problem was increasing produc- 
tion to meet the demands of the Western consumer nations, currently OPEC 
nations face the problem of reducing production in order to keep prices 
high. This has a number of consequences. There is large spare production 
capacity in non-Arab OPEC nations, which could be used to fill demand from 
embargoed nations. The price of oi I could not again be quadrupled ,o off- 
set reyenue losses from the embargo. And at leas, some Arab states may 
be in a position where revenue will be needed. Libya, for example, 
recently renewed oil shipment to the United States for this reason. (And 
a war, of course, would be expensive to finance.) 

Finally, i„ many ways the Western nations are more prepared to face 

*“ embar9 °- ReSerVe S,OCks ° f oil have been Increased. Emergency .mech- 
anisms for distributing reduced amounts of oil are existence. Perhaps 

most important, the military problems of regaining by force what was 

denied by politics have no doubt been extensively analyzed In various 
Western nations. 

One should not forge, that the 1973 embargo did no, occur with the 
onset of fighting, bu, only later, after the United States committed 
S2.2 billion to Israel. One would expect institution of another embargo 
to be made at least as reluctantly. 

While discussing disruption of oil Imports to the United States, It 
should be pointed ou, that an embargo Is no, the only way i„ which dis- 
ruption might occur. A feverish ce Is now going on in the Persian 

Culfarea. There are a number of bo-der d Isputes. In particular, Iran 
and ,ra, have had repeated border skirmishes. War between these nations 
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could dramatically disrupt oil exports from the region. In particular, 
important Iranian oil fields lie dangerously near the border between them. 

In a sense, Israel serves as a lightening rod, focusing Arab atten- 
tions on that pert of the Middle East rather than on the Persian Gulf. 

One should not foroet that the Egyptian adventure in Yemen was not ended 
until the fiasco of th’ Six-Day war. Similarly, until 1967, there were 
grave doubts as to the stability of the Saudi Arabian government. 

The previous discussion in many ways explains the third point, that 
adopting a more pro-Arab policy would not Guarantee harmonious relations 
with Arab nations. The Middle East is an area rent with many disputes 
and conflicting po’itical ambitions. If and when the Israeli Issue is 
resolved, one can assume the United States to be forced to "take sides" 
in these conf 1 icts. 

It is often stated that if Israel did not exist, then the Soviet 
Union would have to create her. The argument being that only the Arab- 
Israeli issue provides an opening for Soviet influence in the area. It 
often goes unnoticed, however , that the Soviet Union has shown itself 
capable of creating other "Israel" type issues elsewhere in the world. 

The growth of Russian influence in India, for example, is not due to U.S. 
support of Israel. Even in Egypt, the Russian "breakthrough"--the arms 
deal of l955--stemmed from Nasser's displeasure with other African 
pol ic ies. 

Nor should one discount internal political factors leading to govern- 
ments not particularly "pro-American." If Egyptian economic woes continue 
to mount, Sadat could well be forced out of office, for example. Whether 
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a successor would be as admiring of American Secretaries of State is not 

clear. Possible developments in Iran and Saudi Arabia have been discussed 
above . 

Adoption by the United States of an "evenhanded" policy, far from 
reducing chances for renewed conflict, would most likel', increase them. 
Unless matched by Russian evenhandedness , hardly a likely prospect, such 
a move would only harden Arab political demands and give them renewed 
hope for military conquest of Israel. The most probable end result would 
be a massing of Arab forces together with a political ultimatum to Israel. 
While conceivably, given the unfavorable political outlook, Israel might 
acquiesce, the more likely result would be renewed hostilities. 

The outcome of such a conflict is hard to predict. Israel today seems 
still superior to the combined prowess of its Arab antagonists. What the 
situation might be in a year or two, especially If Russian supply efforts 
were not matched by the United States, is more uncertain. 

If the tide of battle did seem to be turning against Israel, there 
would be strong pressures on the United States to come to Israel's aid. 

One can hardly conceive of a less desirable development than the United 
States entering the fray on the side of an ally weakening before a military 
assault. (See Korea.) The cost in lives would be great. The likelihood 
of some Russian response, perhaps even sending "volunteers" to the region, 
could not be discounted. An oil embargo becomes almost a certainty. 

If the United States did not come to Israel's aid, the situation 
would not be much better. Defeat of Israel would be interpreted as a 
defeat for the West. Russian prestige would be Immense, for It would have 
been Russian military equipment which had gained victory, while Russian 
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SUa " 9iC " i9ht “° Uld ^ A TOr lean Intervention. „ ow 

Husse in' s re,., would survive, at ^ 

posture, is far from clear. 

most likely alternative «. such a scenario is a.so far f rM 
attractive. With .he conventional balance seemingly shifting against 
them. Israel might well decide to deploy nuclear weapons. Despite various 
newspaper columnists' reports about Israel possessing nuclear weapons 

C °“ ntr " 5 convention,' superiority over thelr 

enemies do not need nuclear weapons. 

If. however, the conventional margin o’ superiority began to seem to 
diminish, or even threaten to be lost completely, deploying nuclear wea- 
pons -uld make much strategic sense. „ „ u ,d serve no, only to deter 
conventional attack, bu, to delay any attack for many months. If ,., rs , 
until the Arabs themselves obtained similar weapons. 

While the situation might appear a, leas, as grim for Israel |„ , 
nuclear Hiddle East, considerable ,1m. would have been gained, and who 
knows wha, political changes might occur In the interim? 

Needless to say. Israel, nuclear weapons «„,d inevitably be matched 

by Arab nuclear weapons. They could either be furnished by the Soviet 

Union or. if that source was unavailable. Independently developed, (with 

their hug. oil revenues, the cos, would be bearable.) Wha, the conse- 

quences of nuclear proliferation in the Hlddl. East might be are far from 

clear, bu, „ does no, seem a development from an American 

perspective. 

Perhaps the most dangerous aspect would be tha, even If the Ar.b- 
.srael, issue were somehc resolved, nuclear weapons would remain In the 
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-,on 9 a S | S rael s .em S e b , etodefeat|ts k0ff ' 9 -'- 

^ C,rC,eS f ° r »*«»«. *ne lihely , 0 * subd ' ' 

— »*" demonstrate p / " “ 

superior! ty Is no guarantee ,„a, tb . A . ' 

at the Arab nations will 

8Ut> occur. large-s C a le sMp 

' Srael ^£°le hostilities is in the . ° ' m " ltar '' supplies 

C I ea r I y . , h e 0 , s . S ‘ ,nt "-csts of the United States. 

— — - 

— - Mhelihood of a gulch ceasefire \7ZT ^ ^ 

a »" "*'» consequence would he A rah a, techs a ‘h 0 "' 

“ S,r0 " 9 on the united States to , “ ' J ' S ‘ r ° yin9 ' Sra *' 

»ory unfavorable conditions. ” "" rV '"' ,n the conflict un d er 

**"» <° « car ,;.;:;;:;;: 5 ^ «■«- — »«•«. c„„. 

,o ,5raei -• — - sMpwn,s ° f supp,,as 

Evt " lf tha Confl| c< does become protreeted fh 

“ '* d " ,ra "''.ffom . u.S. perspective f ” . 

'o be Israeli hands b f " ^ « 

hands before hostilities ensue. 
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Just as in 1973, to minimize adverse reactions in Arab countries, 
it is desirable for the United States to play as small an active role in 
supplying Israel during hostilities as possible. The more equipment on 
the scene, the less active involvement necessary after fighting breaks 
out. Moreover, after the recent changes in the covernment of Portugal, 
resupply efforts may be more difficult than in 1 .* 7 3 • 

These last few paragraphs, in a sense, are u reply to those who warn 
that military shipments to Israel have gravely weakened American military 
strength. The goal of the United States is not to win wars, but to deter 
them from occurring or to minimize adverse consequences to the United States 
if they do occur. By decreasing the likelihood of war, increasing pros- 
pects for a speedy termination of hostilities and minimizing over involve- 
ment of the United States in any fighting, military aid to Israel seems 
fully in the American national interest. 

One can argue, to be s-re, that such support only increases Israeli 
intransigence over political concessions and increases the likelihood of 
a preemptive Israeli military attack. With regard to the latter, unless 
Arab forces seemed particularly menaci ng--such as occurred In 1967 — there 
seems no motivation for Israel to launch such a strike, if the Arab nations 
were indeed girding for battle, there seems no reason why the United States 
whould prefer a 1973'type scenario over a I967"type scenario. 

To discuss the former point in the depth that It is worthy of Is be- 
yond the scope of this paper. Crucial to this argument is the perception 
that It is Israeli insistence on perfect security rather than Arab Insist- 
ence on the replacement of Israel by an Arab state which is the primary 
stumbling block to peace in the area. This analyst would argue that at 
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least some important segments of tne Arab political scene, such as the 
PLO, have not renounced their desire for the elimination of Israel, and 
that this is the key issue preventing peace. 

While support for the existence of Israel obviously exacerbates re- 
lations with the Arab states, paradoxically perhaps, it also in many ways 
increases the importance and prestige of the United States in Arab eyes 
as well. It is far from a coincidence that President Nixon received a 
tumultuous reception in Cairo within a few months after the United States 
had saved Israel from a disastrous military defeat. By again demonstrat- 
ing its resolve to preserve the existence of Israel, it became clear to 
at least some Arab states that their political gjals could be achieved 
only through American acquiescence. If the United States were to retreat 
from Its commitment under threat of an Arab oil embargo, respect for and 
concern for good relations with the United States could easily diminish. 

In this regard one must emphasize again, as noted in the beginning of 
this paper, that Israel is 1 part of the West, sharing a common culture 
and heritage with the United States. As part of the West, Israel has con- 
tributed as well as taken- its scientists have made discoveries in many 
areas*, its armed forces contribute in a small, but not insignificant 
manner, to the military strength of the Western world. If Israel were 
defeated and destroyed, a part of the Western developed world will be 
lost. The shock waves from any such defeat would be felt not only in the 
Middle East but around the w'lld, and in a manner not favorable to the 
United States. 

To summarize, then, sharp changes in American support for the exist- 
ence of Israel would have adverse international repercussions. Other 
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nations allied with the United States would begin to reexamine the value 
of its alliance. Pressures for development and deployment of nuclear 
weapons would rise in Israel, leading to nuclear proliferation in the 
Middle East and other areas of the world as well. 

If the United States were merely to reduce, but not abandon, its 
commi t men t to I s r ae I , t he end result cou Id easily be an increased i i ke i i - 
hood of war, with the possibility that the armed forces of the United 
States might be forced to intervene on unfavorable military terms. 

Many of these trends would be accentuated if the United States were 
to shift to a strong pro-Arab position. Especially under these circum- 
stances, adverse domestic repercussions could be anticipated. Significant 
spread of anti-Semitism and civil unrest would adversely affect American 
life at home. 

Moreover, the supposed benefits of such a change seem less than might 
be imagined. The effect on the price of oil wili most likeiy be negligible. 
While an embargo is a distinct possibility in the event of a war, it is 
far from a certainty. The diplomatic gains to be made in Arab nations by 
such a change are iikeiy to be shortlived. The Soviet Union has a firm 
base of operations in the Middle East in countries like iraq and Syria. 
Creation of a Palestinian PLO government would create another pro-Soviet 
country in the area. 

Finaily, existence of Israel has benefited the United States in many 
ways. It has weakened the Soviet Union in some respects and hindered their 
resupply efforts .’n North Vietnam. Its scientists have contributed to th^ 
worid of knowledge. Perhaps most important, Israel is perhaps the strong- 
est, certainly the firmest friend of the United States in the strategic- 
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IRAQ AS A SOVIET PROXY ON THE PERSIAN GULF- 
THE NEXT DECADE 

by Raphael Danziger 
A. Underlying Projections 

Any analysis of future developments must be based on 
a set of projections relating to the principal variables 
underlying the analyzed subject. It is felt that making 
explicit at the outset the basic projections affecting the 
present study would provide the necessary framework for it. 

The following projections underlie the central issues 
analyzed in this paper i a drastic change in any of them would 
necessitate a revision of its conclusions. 

1. Tho basic internal and external posture of the 
Soviet regime will remain unchanged. 

2. The U, s. and the major West European states 

will remain NATO members with essentially unchanged internal 
systems, 

3. The U. S. and the USSR will continue to be the 
undisputed superpowers, China will lag behind, and will not 
become a major factor in the Middle East during the period 
under review. 

4. The underlying global rivalry between the USSR and 
the U. S. will continue, whether in the framework of an open 
cold war or of a limited dCtente. 
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5. The availability of Middle Extern oil will con- 
tinue to be a vital economic intereat of the Weet. 

6. Iran and Saudi Arabia will remain in the Western 

camp, 

?• Iraq will persist in its pro-Soviet policy (this 
projection will be analyzed;. 

Not all of these projections carry the same weight I 
would be quite ludicrous to compare the stability of the Sovie 
regime with that of countries like Saudi Arabia and Iraq. It 

rr ;; reCall9d ‘ -van projections fores., 

and 1 U8tl0n " Pr ° C#08 “' " faCt ° r8 ^ ^ 16 - 3 ° — 
a none of them has yet undergone known developments in 

• opposite direction which are significant enough to warrant 

« orecast of a drastic change in it during the newt decade. 

~ ^ r °' lnd ' Traq ' 8 Regime jand , 

Since July 1968 Iraq has been ruled by the Ba- th party 
rough a Revolutionary Command Council (HOC), which, under 

‘ P , r ° Vlal0nal C ° natUuti - ^ 1970. is responsible for 

tl0n ° f th9 Pr#Sid9nt * P romu lgatea th. laws, and over- 
■•ea the command of the 

the armed forces. Under a constitutional 

amendment enacted in July 1973. th. RCC has transferred th. 

Power to appoint and dismies all ministers and official, to 
NS President of the Republic, who is al.o th. President of RCC. 

“ Mar8hal Ahmad — or th. military wing of 
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h0 led the July 1968 coup d‘8tat. has been 

«*• ‘ and Commander-In-Chief of *>" 

president, Prime Min 8 Huealn Takritl. head of 

Armed Force since the coup, vlce . Pre sid.nt and 

ths clvlllen wing °P tc strongman of ths Iraqi 

-as considered until July ^ relations between 

— . — party, they have been ** 

ths two wings of t &t the absence of wh c 

to maintain a working relat on The ^ stra- 

- regime would have doubt ^ civilian 

turn of Iraq constate of 2 3. 

P-t, offiolale of ~ regime has been trying to 

Beer since • ^ Bupport . However, rat ,.r 

enlarge It. real participation of the masses^ 

than making m0% - initiated contacts only w 

the government, organlxa tlons. notably the Kurdl«h 

other recognlted po Oom munlst Party UCP>- 

Democratic Part, »»« ^ 20 and 2* of Xr.,* 8 , 

The Kurds, constitut ^ ^ nor th.m area 

10 million inhabitants berdar ing Iran and Turk-,, 

of th. country, known as ^ eff . -against the Iraqi 

w .r. In a state of rebell on ^ ^ py ,, ufltafa Fartani. 

government between 19 1 an a nd a larger share in 

president of KDP. they dema ^ vur ch 1970 the present 

Iraq's government and recoup ^ ^p. granting 

regime finally reecho ^ pronl . lng full Kurdish par 

th. Kurd, autonomy In Kurd! 
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Clpatlon in the government. Tho hitch was that the area to 
be granted Kurdish autonomy wno to be determined according 
to the existence of a Kurdish majority ae verified in a census 
-which tho Iraqi government steadfastly refused to conduct. 

The reason was its fear that a census would prove Kirkuk- 
Iraq'e principal oil reglon-to have a Kurdish majority. 
Nevertheless , the government granted tho Kurds some of the 
concessions promised, including the recognition of Kurdish as 
an official language, several Kurds were also brought into the 
government. Even this limited cooperation with the Kurds col- 
lapsed in March 197b. when barzani rejected a now l ra ,i aut o„. 
omy Plan for the Kurds presented in the form of a 15-day ulti- 
matum. The war between the Kurds and tho Iraqi army has resumed 
although up till now on a limited scale. 

In addition to an estimated 2,000 regular members. ICP 
is thought to have 10-20.000 sympathizers. These numbers are 
sufficient to make ICP a formidable political force in Iraq. 

spite the bitter legacy of a massacre of numerous ICP members 
by the Ba.th regime in 1963. the return of the Ba-th to power 
in duly 1968 was followed by a rapprochement between the two 
groups. After many ups and downs, an accord was finally announce 
In July 1973 on the declaration of a National Action Charter. 

The accord resulted in granting four ministerial posts to ICP 
members, is well as in the release from jail of several Commu- 
nists. No real power was. however, given to ICP. non. of whose 
members was admitted to tho RCC. 
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In assessing the political power and the surviva- 
bility of the present Ba* th regime in Iraq, it should be 
noted that so far it has demonstrated a greater resiliency 
than any of its predecessors since the fall of the monarchy 
in 1958. The ten years preceding the rise to power of the 
Ba«th were punctuated by two successful coups d'6tat which 
eliminated the Qasira regime after four and a half years in 
power and the first Ba«th regime after only nine months 1 the 
July 1968 coup itself finished off the Aref regime after four 
and a half years. In contrast, the present regime is com- 
pleting its sixth year in power without showing any pronounced 
eigne of weakness. It weathered successfully an abortive coup 
in June 1973. and there is general belief that all potential 
opposition has been eliminated. Iraq is expected to remain 
a harsh military dictatorship, with the Ba« th party holding 
exclusive poweri cooperation with the KDP has collapsed and 
is not likely to resume in the foreseeable future, while 
Communists will probably continue to be co-opted into the 
government as an insurance against subversive activities on 
their part but not be given real power. The neutralisation 
of the ICP, the only nation-wide civilian group powerful enough 
to challenge the regime, will most likely assure the continued 
survival of the Ba«th as long as it maintains it control over 
the army. The only foreseeable cause for the loss of this con- 
trol is a humiliating defeat by the Kurds— an unlikely even- 
tuality in view of the constantly swelling flow of sophist!- 
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catod arms generated by « . gushing oil money. Another poeeible 
cauee for the collapse of the present regime would he a fratri- 
cidal struggle between the military and civilian winga of the 
Ba.th, but this is also unlikely, the two wings have learned 
to prevent the strains in their relations from getting out of 
hand in order to assure their survival. As will be shown later, 
even if the present regime does fall, its successor is not 
expected to effect radical changes in Iraq’s foreign policy. 

One of the factors enhancing the survivability of the 
Ba.th regime is the greatly Improved economic situation of the 
country. In 1973. the running feud between the Iraqi government 
and the Iraq Oil Company (IPO. which had held down oil produc- 
tion for twelve years, was at last resolved, during the same 
year the new fields of North Rumaila and Basra began producing 
substantial quantities of oil. and oil prices skyrocketed toward 
the end of the year. A- a result, the oil income of the Iraqi 
government Jumped from $58* million in 1972 to $1.67 billion 
in 1973, it is expected to reach ,. prodigious $6.4 billion in 
1974 , and if the current oil prices hold up, it may rise up t 
$11 billion in I960 and $23 billion in 1985- On the basis of the 
growing oil income, the Iraqi government has embarked on an 
ambitious program of industrial expansion, which is likely to 
go forward smoothly due to the eagerness of Western companies 
to carry it out. Unlike most other Arab oil producers, Iraq 
has also an enormous agricultural potential, about half of its 
170,000 square miles has a potential for agricultural productivity, 
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of which only 2^1 are currently utilized. So far agriculture 
has been neglected and mismanaged, but there are signs that 
the government has recently begun paying more attention to it. 

The Iraqi government has been exercising tight control 
over the economy through powerful autonomous and semi-autono- 
mous organizations, which have been allocated special budgets 
and control most of the major commercial, banking, and insurance 
activities. It i 8 likely that with the help of these organiza- 
tions, the government will be able to channel a part of the 
unprecedented income generated from oil exports to buy off any 
potential opposition. 

To sum up, it seems that by avoiding disastrous inner 
strife, by neutralizing the opposition, by assuring the support 
of the army, and by controlling and manipulating the booming 
economy , the Ba* th regime of Iraq has been able to overcome the 
weakness inherent in its narrow base of support and emerge as 
one of the sturdiest regimos in the Arab world, with good pros- 
pects of survival. 

Soviet-Iraql relations will be analyzed in four differ- 
ent contexts. 1. Bilateral relations! 2. The context of the 
Middle East and the Arab-Israeli conflicti 3. The context of 
Soviet preoccupation with the security of its southern borders! 
and 4. The context of the Persian Gulf and the Indian Ocean. 

The fourth context will constitute the main emphasis and thrust 
of this paper* 
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in purely bilateral t8nng , Iraq ^ ^ ^ 

become really important t0 th0 Sovl , t ^ 

earned importance may be sunned up In one word, 0 11. 

At first glance, the USSR's oil posture is far 
better than that of almost all other industrialized countries. 

e Proven oil reserves, estimated in 1973 at 80 billion bbl. 
(SLL^as^ournM. Member 31. 1973). are sufficient to 
meet Soviet oil needs (at current levels) for the next 35 ye.™ 
e bright picture is. however, marred by four principal facto. 

U At pr030nt ' °nly 12* or so of the USSR's potential 
energy resources are located (n , 

. th ”’ aln d emend area (European 

USSR and the Urals), which accounts for 75* of the country's 
Population and 80* of its industry. As a result of the constant 

:;;v he ° u — in - — - - - 

reserves are now located in Siberia, whose woefully 

undeveloped infrastructure and exceedingly harsh climatic 

P ye cal conditions mahe their exploitation an almost prohi- 
bitively expensive proposition. 

2. Since tho nid-1960's. the 

' tne entr y of the USSR into 
the automobile era has caused a sham 

rp increase in domestic oil 

consumption. Under the TQ9n 

M 1970 Plan, the production cf 

“tomob lee 19 ** « —ted. automobile 

1*0" illV 8 " T tlnUe " S ° Vlet 011 con * Uffl Pbion in 

- 1 b ;ver 85* higher than it was in 1*3. and much higher 
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3* Diminishing oil production has made the East 
European countries increasingly dependent on oil imports 
from the USSR. In 1973» the Soviets were forced to export 
over 16# of their total oil production to East Europe, a 
percentage which is likely to increase even further. 

4. The Soviet decision in the 1960's to import 
Western technology and equipment on a vast sct'le has required 
huge amounts of hard currency, and will require even more in 
the future. In order to obtain this currency, the USSR has 
had to export additional quantities of oil to the West. In 
1973* almost 12 % of Russia'r oil production went to Western 
countries, accounting for over 30# of the Soviet Union's earn- 
ings in hard currency. Soviet oil exports to the West are 
also expected to increase during the next decade. 

As a result of these factors, Soviet oil production 
has not been able to satisfy the growing domestic demand. Oil 
deficits have been occurring since 1965, and they are likely to 
continue to grow until the Siberian oilfields are fully exploi- 
ted--which in not expected to happen in the foreseeable future. 

fhe* Soviet answer to this problem has been to begin 
importing Middle Eastern oil — wherever possible without paying 
for it in hard currency— and to encourage the East European 
countries to do the same in order to reduce their imports from 
the USSR which do not earn any hard currency from the Soviets. 
As a result, in 1973 Soviet Bloc oil imports from the Arab 
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countries rose dramatically to *00.000 b/d (including 100.00 b/d 

ty the USSP >' ^cy are expected to increase to .. ’ 

v/ increase to ae much as two 

million b/d by 19S0. 

Amon 6 the Ara b oil producers. Iraq has played the big- 

T ^ b6einnlnR t0 h ° 1P — Soviet oil deficit, 

jv ct- Iraqi oil cooperation began in duly l 969> when t „ e USSR 

raq signed an agreement -providing for Soviet financial and 
chnical aid worth *68 milUon to deveiop the No rth RumaU. 

oilf 4.Gld 1 to be rpnA ^ h v... 

resulted f ° ° U 8hlPn,ent! " ™ 8 

from a convergence between the Soviet Interest in 

creating new 9ourcea of oil aunnn «« * 

. . PPlies not requiring payments in 

hard currency and the Iraqi interest ^ ^ 

Q lnterest receiving foreign cooper- 

on w th its nascent Iraq National Oil Company (IN 0 C) for the 
development of the rich North Rumaiia field, discovered by lre 
but expropriated by Iraq ln December l 9 6l at a tt 

conflict with the w.atern on bitt8r 

.ianed, .. " ° U Under a new p rotocol 

igned in Moscow in Au/rust 1071 k * 

to or , was agreed - other things 

to proceed with the second stage of the North p, . 

K ° Xfte N °rth Rumai..a field in 

or er to achiove the production of 360,000 b/d Iraoi 

deliveries to the USSR were to be i I™<U crude 

be increased from 20,000 b/d in 
1972 to 40,000 b/d in 1971 _ 7 , /d in 

of the N th a. POtentiBl erude auction 

or the North Rumaiia fiold is 

18 cctimated at ae much ae 800.000 b/d. 
po ential importance for the USSR has not been lost on 

• In APril 1972 Premier ^in was present at the 
ceremony marking the beginning of production of the field. Two 

months later, a leading Soviet journal hailed the North Rumaiia 



Elm 



H I -2 1 68-P 



1 1 

field ao being "among the ten richest oilfields in the world" 
(International Affairs. Moscow, June 1972, p. 66). It is quite 
likely that the USSR will steadily increaso its oil imports 
from North Rumaila and other Iraqi fields during the next ten 
years . 

In addition to oil cooperation with the USSR itself, 
Iraq has also signed, since 1971, agreements providing for oil 
shipments in payment for aid in oil exploration e.nd exploitation 
with East Germany, Romania, and Hungary. These deals have also 
been intended primarily to ease the burden of Soviet oil exports 
to East Europe. The year 1973. which saw a jump in Iraqi crude 
production from 1.455 million b/d to 2.1 million b/d was also 
the first year in which East Europe imported significant quanti- 
ties of Iraqi oil, amounting to 160,000 b/d. This quantity is 
expected to increase steadily, simultaneously with progressively 
intensifying Soviet Bloc cooperation in Iraqi oil exploration 
and exploitation. 

It is thus clear that Iraq has begun to play a major 
role in the USSR’s quest to ease its oil deficit, and will most 
likely continue to do so over the next ten years. Proven oil 
reserves in Iraq are estimated at 32 billion bbl., putting it 
fourth in the Middle East after Saudi Arabia, Kuwait, and Iran. 
According to H.I. estimates, Iraq will produce four million b/d 
in 1980 and six million b/d in 1985 (Senate estimates are even 
higher 1 4.4 million and nine million b/d, respectively). These 

data should suffice to show that even on a bilateral basis alone, 
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Iraq has become a crjntry of Rroat importance for t|)e US _ R< 

It has boon, and is likely to remain. the largest crude oil 
source of the Soviet Bloc in the world. 




Iraq's geographical location makes it a relatively 
marginal country as far as the Soviet interest in the Eastern 
Mediterranean region is concerned. The 180 miles or so 
separating Iraq from the Israeli border and slightly more from 
the Mediterranean coast make it much less interesting in this 
context to the Soviets than Egypt nr Syria, both of which border 
both Israel and the Mediterranean and have larger armies than 
Iratf s, or even than Libya— a newly acquired friend of the USSR 
-with its long Mediterranean shoreline (See map in Appendix I-i; 
Iraq cannot provide the Soviet, with naval bases or facilities 
on the Mediterranean! it has no power over the crucial Sues Canal 
(expected to be reopened within a year), and it cannot bear the 
brunt of the fight against Israel. 

This is not to say, however, that Iraq has had no 
impact on events occurring in the Middle East. Its army has 
participated in force in every one of the throe major wars be- 
tween Israel and the Arab states (in W 8. 1967, and 1973). and. 
•lone among them, Iraq has never signed an armistice agreement 
or a cease fir, with Israel, m other words, among the major 
combatants. Iraq is doubtless the most radical In its position 
vls-a-vls Israel. This radical stand, which has coincided with 
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tne basic Soviet interest of keeping the Arab-Israeli conflict 
simmering ae a means of gaining influence in the Arab world, 
has been brought to bear upon Israel's neighbors during the 
meetings of the Arab loaders, in which Iraq has always had a 
strong voice. Iraq has also been able to Influence her neigh- 
bors Syria and Jordan through the presence of Iraqi contingents 
on their territories. It may be expected that the astronomical 
increases in Iraq's oil Income will enable her to strengthen 
her armed forces at a faster pace than relatively oil poor Syria 

and Jordan, and her power of intimidation over her western neigh- 
bore would grow accordingly. 

The USSR formalized its recognition of Iraq's role in 
th. Arab-Israeli conflict in the Soviet-Iraqi Treaty of Friend- 
ship and Cooperation, signed on April 9 . 1972 (for the text, see 
Appendix in), which stated (Article 9). -They (the USSR and Iraq) 
will continue to wage an unrelenting struggle against imperialism 
and Zionism." Statements to the same effect have abounded in the 
past, and will doubtless be made in the future. At the same time. 
It is certain that the USSR will continue to regard Iraq as a 
secondary power vls-J-v's the East Mediterranean basin, unless 
the unlikely following scenario takes place. Iraq pours a very 
larg. percentage of its oil income into a huge expansion of its 
army, the Iraqi government decides to disengage itself from the 
problem of the Kurds, from the struggle with Iran, and from the 
Persian Culf area in order to concentrate on the fight against 
Israel, it throws a sizable part of its armed forces into the 
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battle with Israel through .Iordan or Syria, possibly against 

their objections. As long as this improbable scenario does 

not occur, Egypt and Syria will remain the mainstays o t 

Soviet policy in the Eastern Mediterranean (growing US influence 
in thorn notwithstanding). 

E * Security of tho Southern Soviet Borders 

The issue of the security of the southern borders of 
the USSR is that which originally drew Soviet attention to Iraq. 
In February 1955 Iraq (then still a kingdom) concluded a defense 
alliance with Turkey, Britain joined in April, Pakistan in 
September, and Iran in October. The Baghdad Fact was thus 
complete, with the US as an observer. Although officially 
defensive, the formation of a Western military alliance on 
the southern borders of the USSR (See map in Appendix 1-1) 
caused great anxieties among the Soviet leaders, who viewed 

It as an -aggressive pact- and conducted a massive propaganda 
campaign against its 

The fall of the Iraqi monarchy in July 1958 and the 
almost immediate withdrawal of Iraq from the Baghdad Pact by 
the new radical leadership provided Moscow with the opportunity 
of undermining the Pact, renamed Central Treaty Organisation 
(CENTO) in March 1959, through the establishment of Soviet 
presence in Iraq by way of military and economic aid, Egypt 
and Syria having already joined the pro-Soviet camp, the USSR 
had virtually loapfroggod the "Northern Tier." 
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During the yaars 1959-1964 , Iraq played a crucial 
role in Soviet planning as a countervailing force against 
the two principal CENTO members in the area, Iran and Turkey. 

Both states displayed a great hostility toward the USSR, 
and considered their participation in the Western defense 
system against the USSR as vital to their security. A pro- 
Soviet Iraq constituted a potential threat which forced their 
governments to divert part of their attention and military 
preparations toward their Arab neighbor--which served nicely 
the Soviet interests. 

This situation changed in 1964-65, when Soviet rela- 
tions with both Iran and Turkey improved dramatically. Top- 
level visits were exchanged between the USSR and the two CENTO 
members i substantial trade relations were initiatedi and Iran 
received, in addition to economic assistance, "non-sensitive" 
military aid from the Soviet Union. Dospite occasional strains, 
the "dfitente" between the USSR and Iran and Turkey has continued 
to this day. This rapprochement resulted largely from Iranian 
and Turkish disappointment with various aspects of Western 
support and from the Soviet interest in exploiting this disappoint- 
ment to diminish the importance of CENTO as a Western military 
alliance. It has served the Soviet purpose well, and conse- 
quently the importance of Iraq as a counterbalance to CENTO has 
greatly diminished. 



As long as the friendly relations between the USSR, Iran 
and Turkey are maintained, and there is no reason to believe that 
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the Soviet Union will act to undermine them, Iraq will have 
only a marginal importance for the USSR In the context of the 
security of its southern hordero. If and when Iran and/or 
Turkey relapse into a policy of direct confrontation with the 
Soviet Union, it is certain that Iraq would immediately resume 
her role of exerting pressure upon those countries in order 
to ease theirs on the USSR. This is not, however, a very 
likely possibility, especially if the limited general dStente 
between East and west is to continue. 

P The rrrnlnn th " Tndian 0cean 



(D Ti.rmd.ictl on i Snvl et-Iraql Rapprochement 

Ever since the collapse of the Iraqi monarchy in 
July 1956. the USSR has maintained good relations with Iraq 
and has supplied it with military and economic aid, Soviet- 
Iraql friendship was especially close under General Qaslm 
(1958-63), when at one point Moscow supported him in his 
struggle against President Nasser himself, but even during 
the rule of the Ba< th in 1963 end that of the brothers Aref 
until 1968. despite occasional strains, Sovie-.-Iraqi relatione 

remained good. 

In 1971-72. relations between Moscow and Baghdad 
underwent -hat may be described as a transformation into a 
higher ordor of magnitude. The ground for the breakthrough 
was laid in a little-noticed visit of Soviet Deputy-Premier 
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Novikov to Baghdad in Juno 1971. followed immediately by a 
visit of a high ranking ten-member Iraqi delegation to Moscow. 

In February 1972 Iraq*s Vice-President Sadam Husain Takriti met 
in Moscow with Brezhnev, Kosygin, and Podgomy in preparation 
for the crucial events of April 1972. 

Between the 6th and 10th of April 1972, Premier 
Kosygin conducted an official visit to Baghdad, taking part 
in ceremonies marking the 25th anniversary of the Ba< th party. 

On April 9, 1972, Kosygin signed a 15-year Treaty of Friend- 
ship and Cooperation with Iraq (text in Appendix III), modelled 
on similar treaties signed with India and Egypt in 1971. The 
treaty provided for regular consultations between the two 
governments, for immediate contacts to coordinate their posi- 
tions in case of a threat of an attack on one of them, and for 
further development of "cooperation in the strengthening of 
the defense capabilities of each," thus officially elevating 
Iraq to the rank of one of the closest partners of the USSR 
outside the Soviet Bloc. The new relationship was further 
consolidated with the arrival of President Bakr in Moscow on 
an official visit in September 1972— his first visit to a 
foreign country, and the first visit an Iraqi Head of State 
had ever made to the USSR. Additional high level visits were 
made since that time, including a recent visit of Soviet Defense 
Minister Grechko in Iraq (late March 1974). 
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At the same time, there has been a marked improvement 
in the Soviet attitude toward internal developments in Iraq. 
Whereas prior to 1971-72 there was frequent criticism in the 
Soviet press of the domestic policies of Baghdad, the post- 
treaty period produced statements such as "The technical and 
economic cooperation between the USSR and Iraq helps to shape 
and fortify the progressive tendencies in the Iraqi economy. 

In particular, it helps to develop the state sector, to intro- 
duce planning principles into the economy" ( International Affair s, 
Moscow, June 1972, p. 66). Even more strikingly, in March 197^ 
the Soviet media gave full support to the Iraqi government in 
its renewed struggle against the Kurds, something which the 
USSR had always avoided before in order not to offend the sensi- 
bilities of people in the Third World supporting the "national 

liberation movement" of the Kurds in Iraq. 

What are the causes underlying this new departure? 

There is no doubt that the bilateral aspect of Soviet-Iraqi 
relations, i.e. Soviet interest in Iraq's oil, was part of iti 
this is attested by the presence of Kosygin at the inauguration 
of the North Rumaila oilfield. Soviet involvement in Iraqi oil 
exploitation and importation is not sufficient, however, to 
explain the signature of a 15 -year defense treaty between the 

two countries. 

The context of the Middle East and the Arab-Israell 
conflict was also part of It. Novikov's visit to Baghdad in 
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June 1971 came a short time after the ouster of the pro-Soviet 
Sabri group in Egypt, and the process of tightening Soviet- 
Iraqi relations was concomitant with a decline in Soviet- 
Egyptian relations. Moscow has doubtless attempted to compen- 
sate for its losses in Egypt by gains in Iraq. The Soviets 
themselves placed the troaty in the Middle Eastern context in 
statements such as "The Treaty serves the purpose of uniting 
the progressive Arab states on an anti-imperialist basis" 
( International Affairs . Moscow, June 1972, p. 65 )• As recent 
developments have shown, there is an advantage, in Soviet eyes, 
in Iraq's not being a neighbor of Israel. The US has Eiucceeded 
in converting her influence in Israel into a leverage in her 
relations with Egypt and Syria, both of which had lost terri- 
tories to Israel and found that reliance on American diplomacy 
is likely to get them back more of their lost territories than 
the use of their Soviet-supplied arms. No such US leverage 
exists vis-4-vis Iraq. In addition, while Egypt, and to a 
lesser extent Syria, are susceptible to American offers of 
economic aid as an incentive for a change in foreign policy, 
Iraq is in no need of such aid. For these reasons, the Soviet 
position in Egypt and Syria is far less immune to erosion by 
growing American influence than it is in Iraq, which is a major 
reason for Moscow's eagerness to cultivate Soviet-Iraqi rela- 
tions. 

The context cf the security of the USSR's southern 
borders was a far less significant factor in the recent Soviet- 
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Iraqi rapprochement than tho two other contexts already dis- 
cussed* The conclusion of the 1972 treaty was not accompanied 
by a noticeable deterioration in Soviet relations with Iran 
and Turkey, and there are no signs that the USSR intends to 
substitute a policy of pressure and confrontation on her two 
southern neighbor' for that of detente with them. At most, 
the treaty implied an element of warning against any intention 
on the part of those two countries to relapse into confronta- 
tion! thus the context of the security of the USSR’s southern 
borders was at most a potential factor in the Soviet-Iraqi 
rapprochement. 

Although all three contexts discussed so far have 
contributed, to a lesser or greater extent, to the new rela- 
tionship between the USSR and Iraq, they cannot be considered 
sufficient explanations for it. Iraq has reciprocated in it, 
and a full explanation will have to take her interests into 
consideration as well. 

The Iraqi interest in Soviet military hardware and 
technical aid needs no elaboration. But such interest is not 
sufficient reason to sign a defense treaty, as other long-time 
recipients of Soviet aid such as Syria and Alteria have demon- 
strated. Tho underlying explanation lies elsewhere, and is 
based on a strategic convergence of Soviet and Iraqi interests. 
This brings us to tho fourth context of Soviet-Iraqi relations, 
that of the Persian Gulf and the Indian Ocean. 
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(2) I rag *3 Position on tho Gulf 

The Persian Gulf is Iraq’s only outlet to the seat 
ae the map in Appendix 1-4 shows cloarly, the country’s 
access to the Gulf is exceedingly limited and vulnerable. 

Its entire Gulf shoreline consists of a mud flat which pre- 
cludes maritime access. As a result, Iraq had to build her 
ports along internal waters leading to the Gulf. Since 
ancient times, Iraq’s principal harbor has been in Basra, 
located almost 100 miles up the Shatt al-Arab river (See map 
in Appendix 1-4. ) This location has the double disadvantage 
of requiring transit along the Iranian border almost the 
entire length of the journey from the Gulf to the harbor, thus 
rendering it strategically untenable, and excluding access 
to supertankers and other large vessels due to the relative 
shallowness of the river. A partial solution for both problems 
was found with the construction, several years ago, of a new 
port in Pao, located almost at the mouth of the Shatt (See 
map in Appendix 1-4) j Pao is somewhat less vulnerable to Iran 
because access to it does not require a long trip along the 
Iranian border, but it is close enough to it to be within 
easy range of Iranian artillery i it can handle larger ships 
than the port of Basra, but they include only medium-size 
tankers. Iraq’s third port is Umm Qasr, situated on the inlet 
of Khor Zubair (See map in Appendix 1-4). Its construction 
has solved the problem of proximity to Iran, but it is as 
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vulnerable to Kuwait as Basra 13 to Irani ships sailing to 
Urain Qasr must travel in a narrow channel along the Kuwaiti 
islands of Bubiyan and Warba for many miles. Since Kuwait 
is not nearly as menacing to Iraq as is Iran, Umm ^asr has 
become Iraq's principal naval base. Similarly to the other 
Iraqi p^rts , it cannot accommodate large ships. There is 
not a single point on Iraq's territory where a port could 
be built which would be free from the strategic control of 
either Iran or Kuwait, nor is there a possibility of super- 
tanker access to any point in Iraq. 

The growing use in the 1960*s of supertankers for 
the transfer of Iraqi oil to Europe and to Japan required 
new anchoring facilities. The only solution was to go off- 
shore. A new oil terminal named Khor al-Amaya was built 
15 miles southeast of Fao, with pipeline connection to Fao. 

But even this facility has become inadequfcte. In April 19?4, 
work was to begin on the construction of a giant offshore oil 
port, known as Khor al-Khafji, 27 miles southwest of Fao (to 
which it is also planned to be connected by pipeline)! it is 
expected to accommodate supertankers up to 350,000 tons and 
handle ultimately as much as 2.4 million b/d of crude oil. 

The construction of offshore oil terminals has pro- 
vided a viable solution for the problem of exporting Iraqi 
oil via the Gulfi it has not solved Iraq's predicament result- 
ing from the lack of a naval base not exposed to the strategic 
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control ui Irun or Kuwait. This deficiency has prevented 
Iraq from becoming a naval power on the Gulf at a magnitude 
even remotely ccmmensurato with her £ ze and power. As will 
be shown later, this handicap is one of tho koys for the 
understanding of Iraq's policy in the Gulf. 

(3) Developments in the Gulf Since i960 

Since i960, the area of the Persian Gulf (See map 
in Appendix 1-3 ) has undergone two processes of cardinal 
importance* 1. A spectacular increase in the production 
of crude oil and an even more spectacular one in the take of 
the local governments from oili and 2. Tho replacement of 
Britain by Iran as The Superpower of the Gulf. 

1. The oil statistics of the Persian Gulf are stag- 
gering. Proven reserves of Persian Gulf oil rose from 150 
billion bbl. in i960 to 367 billion bbl. in 1973* representing 
6ojS of tho world's proven oil reserves. Crude oil production 
in the Gulf increased during the same period at an even faster 
rate— from 5.2 million b/d to 21.2 million b/d. The oil in- 
come of the Gulf statos rose from $1.4 billion in i960 to 
$10.8 billion in 1972 and $18.3 billion in 1973» and is ex- 
pected to reach the astronomical sura of $67.5 billion in 1974. 

The undisputed leader in oil production is Saudi Arabia, currently 
producing 8.5 million b/dt it is followed by Iran with 6,2 mil- 
lioni Kuwait— 2.7 million! and Abu Dhabi— 1. 5 million. The 
order of proven reserves is the same as that of production, 



HI-2I68-P 



2b 

except that Kuwait's proven resorves are slightly higher 
than Iran's. The bulk of the oil produced around the Gulf 
is shipped to West Europe and Japan, which depend on this 
oil for 50-8CK of their energy needs. 

2. Among the countries of the Persian Gulf, orly 
the "Big Three" — Iran, Iraq, and Saudi Arabia — were fully 
independent in 1960 j all the others had been under British 
protectorate since the 19th ^entury. In addition, the Royal 
Navy ruled the waves of the Gulf from its superb naval base 
in Bahrein. British supremacy in the Gulf region was uncon- 
tested. 

The first major crack in the British protectorate 
system in the Gulf occurred in 1961, when Kuwait the richest 
among the principalities protected by Britain— gained full 
independence. At the same time, Arab nationalism, fanned by 
Egypt's President Nasser, began making headway among the 
inhabitants of the British protectorates. 

Toward the mid-1960's, Iran began asserting herself 
in the Gulf. By far the country with the largest population 
on the Gulf (Iran has 30 million inhabitantsi Iraq r.as 10 
millionj Saudi Arabia 8,5 million! and all the others less 
than one million), Iran had paid relatively little attention 
to the Gulf before that time. Its principal preoccupation 
had been with the direct Soviet threat from the North, which 
was where Iran's defenses were concentrated. After the begin- 
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nin K of the rapprochement with the USSR dieoueeed earlier, 
Iran felt free to devote more attention to the Gulf. The’ 
importance of the Gulf for Iran increased also as a result 
of the jump in her oil production from one million b/d in 
1960 to nearly two million b/d in 1965 (her income from oil 
rose from $285 million to $532 million), and the need to 
Ship all this Oil through the Gulf (due to the lack of 
international pipelines). In 1964-65, ther-fe r e. the Shah 
Iran initiated a program of rapid military growth through 

large arms purchases in the US and Britain, with an emphasis 
on tho formation of a modem navy. 

1968 was a crucial year in the history of the Culf. 
Britain announces her intention to withdraw all her forces 
■East of Suez.- including those stationed in tho Gulf, by 
1971. The British government Immediately began preparing the 
Gulf protectorate, for independence. Ir an. fearing the con.e- 
quences of a power vacuum in the Gulf after the British with- 
drawal. began making vigorous preparations for the assumption 
of the role of tho dominant power in the Oulf in 1971. The 
program of expanding the navy and the air force was greatly 
accelerated, and Iran laid a claim to the small, uninhabited 
Islands of Abu (Mea, Greater Tumb, and Lesser Tumb. The thtee 
islands, strategically located near the Strait of Homuz. con- 
trolling the passage between the Persian Gulf and the Oulf of 
Oman (See map in Appendix .:-].). had been under British control 
‘ nd Were 9XPeCt6d t0 «• <**• Chaims after it. independence. 
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On November 29# 1971# one day before the scheduled 
termination of the British protectorate system in the Gulf, 

Iran unilaterally seized tho throe islands, which she has 
been holding ever since. By 1972, all tho Gulf principalities 
had proclaimed their independence i Iran took stops to increase 
her influence in them, while simultaneously continuing to 
increase her military and naval superiority over all the other 
states of the Gulf (for Iran's military preponderance in the 
Gulf, see Appendix III). A3 a result, Iran has managed to 
establish paramount influence in the United Arab Emirates ( UAE ) , 
comprising seven of the Gulf principalities, and has made Oman 
a virtual Iranian protectorate (1,500 Iranian soldiers help the 
Sultan of Oman fight a left-wing, South Yemen backed rebellion 
in tho province of Dhofari in torch 1974 the Sultan made a 
formal declaration of alliance with Iran). All this was done 
with tacit Saudi Arabian approval. With her ultra-modern war- 
ships patrolling the length and the width of the Gulf, and her 
influence in tho Gulf principalities continuously growing, 

Iran has clearly taken ovor from Britain the role of the dominant 
power in the Gulf area. 

(4 ) Iraq* 3 Interests and Goal3 in the Gulf 

From the Iraqi viewpoint, developments could have 
hardly been more adverse than the emergence of the Pax Iranica 
in the Gulf as described above. Iran, with an 876 -mile-long 
border with Iraq and a population three times as large, vras 
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considered a dangerous enemy by Baghdad even before the latest 
expansion. For many year's, i ran had been supplying military 
aid to the Kurds rebelling against the Iraqi government, and 
had contested Iraqi control over the Shatt al-Arab river, an 
important navigation channel for both countries comprising 
the border betweer. them. Iran's unilateral action in 1969 
denouncing Iraqi control over the Shatt and forcing Iraq to 
acceot the Iranian right for free passage on it by pure mili- 
tary intimidation contributed to the further intensification 
of Iraqi resentment. 

Perhaps the greatest objection of the Iraqi regime 
to the Iranian role in the Gulf has been ideological. Being 
a radical, pro-Soviet state permeated by the ideology of Arab 
nationalism, Iraq strenuously objects to what it regards as 
the increasing domination over the entire GulJ area of a 
"reactionary" state, serving as an "agent of American imperi- 
alism," and, above all, posing a mortal thread to the Araohood 
of the Arab states located on the wer em shores of the "Arab 
Gulf." Whether, as somo critics claim, l.he US-baciced expan- 
sion of Iran's military and naval might was motivated by tho 
Shah's desire for aggrandizement, or, as maintained by the 
supporters of the Shah and of the American policy of massive arms 
sales to his country, by legitimate self-defense needs, ►he con- 
fer uen:o is the same. Iraq has been for some time, and is ever, 
more so today, profoundly diesatisfied with the balance of power 
in tne Gulf area and io, in this sense, a highly revisionist state. 
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In order to reverse the status quo in the Gulf 
in her favor , Iraq needs to do two things i break the pre- 
ponderant naval supremacy of Iran in the Gulf, for which 
purpose she would first have to establish a secure naval 
base of her owni and radicalize the small Arab states of the 
Gulf by eliminating their eleven more-or-less traditional 
dynasts, who have been willing to welcome Iranian and Western 
influence. Once these goals are attained, Iraq would be able 
to begin realizing her aspiration for leading tne Arab states 
of the Gulf in an anti-Iranian coalition. From the Iraqi 
viewpoint, it would, of course, be even more desirable to 
radicalize Iran herself and/or Saudi Arabiai these, however, 
are not realistic possibilities. 

(5) Soviet Interests and Goals in the Gulf 

The transformation, since 1968, of the Persian Gulf 
into an Iranian lake has been as much an anathema to the USSR 
as to Iraq. While being unconcerned about the threat to Arab- 
hood seen by Iraq in this process, Moscow could not view with 
indifference the increasing hegemony of « firm ally of the 
West— Iran's good bilateral relations with the USSR notwith- 
standing--over tne vital area of the Persian Gulf. The theory 
advocate 1 -* by some experts that the USSR wants to control the 
Gulf in order to secure the supply of oil to the Soviet Bloc 
when the expected energy crunch comes seems far-fetched « it 
is not likely that the USSR will become really dependent on 
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Gulf oil in the foreseeable future, and in any case, peaceful 
commercial policies seem to be a safer way of assuring the 
flow of oil to the Soviet Bloc than strong-arm tactics i the 
fears that Moscow is ..nterested in laying its hands on the oil 
tap of the West also seem exaggerated. But the aftermath of 
the October War has proved that despite previous statements 
to the contrary by numerous experts, the USSR does want to 
see disruptions in the flow of oil from the Gulf to the Westt 
such disturbances are likely to weaken the West and further 
the Soviet aim of Finlandizing Europe, and would also consti- 
tute a considerable strategic disadvantage to the West in 
case of war. How else to interpret Soviet pronouncements 
such as the following Radio Moscow broadcast (12 March 197^ )» 
"...Some Arab leaders are ready to surrender in the face of 
American pressure and lift the oil ban before those demands 
are fulfilled » they are taking a chance by challenging the 
wh^lc Arab world and the progressive forces of the world, which 
. nsist on the continued use of the oil weapon" ( Facts on File , 
1974 , p. 189). Since the Soviet incitements provfd quite power- 
less to maintain the oil disruptions, it stands to reason that 
the USSR is interested in creating more effective means for 
the achievement of this goal. 

Unlike Iraq, the strategic horizons of the USSR do 
not end at tho Persian Gulf. With all its importance, the 
Gulf is considered not onlv on its own merits, but also as a 
part of the much larger Indian Ocean complex (See map in Appendix 



1 - 2 ). 
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The Soviets themselves have spelled out the USSR’s 
principal commercial and strategic interests in the Indian 
Oceam H For a leading sea power like the USSR, the Indian 
Ocean is the only ice-free lane between its western and 
eastern ports. Moreover, as Soviet economic and comme'-cial 
contacts with the countries of the Indian Ocean grow, carriage 
of cargo to them by Soviet merchant ships likewise increases* 
It stands to reason that the build-up of Western ’military 
presence’ in the Iniian Ocean imperils Soviet sea communica- 
tions" (Ney^ Times, Moscow, March 1974, p. 5). Clearly, pro- 
tection of Soviet communications in the Indian Ocean from 
the "threat" of the Western "military presence" there requires 
the presence of Soviet warships. While at the present time, 
due to the closure of the Suez Canal, the Soviet shipping 
lanes pass in the southern Indian Ocean and around the Cape of 
Good Hope, thousands of miles away from the Persian Gulf area, 
this will not be the case after the expected opening of the 
Canal next year, the lanes will be switched to the northern 
Indian Ocean and the Arabian Sea (See map in Appendix 1-2), 
thus greatly enhancing the strategic importance of the region. 

The linkage between the Persian Gulf and the Indian 
Ocean has recently become more significant with the beginning 
of construction by Iran— the superpower of the Persian Gulf— 
of a giant airfield-military base complex at Char Bahar on the 
Gulf of Oman, near the Pakistani bordert the now base will be 
able to provide air cover for ships operating in the Arabian 
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Sea. It la quite likely that the USSR considers the establish- 
ment of a military base so close to its potential shipping 
lanes by a powerful nation backed by the West as a serious 

potential threat to her interests. 

The foregoing analysis of the Soviet interests in the 

Persian Gulf and in the Indian Ocean leads to the conclusion 
that there is a remarkable convergence between the Soviet aims 
In the area and those of Iraq, discussed earlier. Both states 
want to challenge the supremacy of Iran in the Gulf, and since 
Iraq is the only local power which can hope to do that, once 
it has achieved a secure naval base on the Gulf, this Iraqi 
aim is shared by the Soviet Union. The use of such a base by 
the Soviet navy would further the same goal, and would there 
fore be welcome by Iraq. In addition, the realisation of the 
Iraqi goal of toppling the traditional regimes of the smaller 
Gulf states would also help fulfill the Soviet aim of causing 
difficulties and disturbances to the flow of oil from the Gulf 

to the West. 

at this point, two clarifications should be made regard- 
ing the Soviet goal of using a secure naval base in Iraq. First 
it is not likely that the USSR will seek to establish a full- 
fledged Soviet naval baee (Guantanamo-style ) in Iraq. Since a 
major themo in Soviet propaganda beamed to the Third World has 
been an attack on Western military bases abroad and an emphasis 
on the non-existence of such Soviet bases, the construction of 
a naval base in Iraq would seriously undermine the Soviet stand- 



32 



HI-2I68-P 

ln« in the Third World. Also tr , 

W ° Uld - a reinforcement 0 ' t tTnti T "" *** 

Ported in Behrein. ^ ^ it T 

Pass out bubble gum to +h„ fit ° nly to 

ports " <S. oren, ; hi ; h l h ; Ur0hinS ° f «" — 

ment Of a Soviet b £se in C6rtain t0 f ° lloW the est ablish- 

ties would serve Soviet ^ “ S9 ^ P ° rt faci “- 

reopening „f thc Su „ qUU9 " e11 ’ e ° PeClall y a s the 

* e buez Canal would bring the 4 

Cl °° er to the home bases of the SoV t 00884 ” UCh 

whereas at present Soviet vessels /" ^ ^ n< ”'' 

to make the 11.000-mil, trio f raVeUng tl ' the have 

to reach the area a m T VladlV °° t0lt ’ ** 

- -k sea homeports ;;:iV'r°'" U8 trip 

Th8 « p -Id make the use ^ 

« »ors viable proposition for the USSR th ' WVal ba8a 

Second, the opinion of s *' n0W ' 

"aval facility i„ Iraq would b# of * that a S »viet 

operations of the Soviet naw , "'Portance for the 

untenable, m the 1 t ° Caan 89ems 

In the last two or three years ‘th. c 

WhlCh had tegun continuous operations i n8Vy ’ 

W8. has acquired the use of " th ' Indian ° Cean In 

— Itself, It ,ses two ^ 

(PDRf) — the superb port of Ad ' ° f S ° Uthern 

- — - — in 
“ — >onags „n the island of Socot ^ 

iong-rango communications fa^ ity i "" ^ ^ * 

facility in r. rbera> SoMiia (on 






A 



HI-2I68-P 

33 

the Gulf of Aden, across from the city of Aden), through which 
naval headquarters in Moscow can directly control movements of 
its warships through the Indian Ocean, as well as the use by 
Soviet medium-range jets of an airfield in the same town and 
an anchorage nearby. In addition to these facilities, the 
Soviet navy has an easy access to Indian ports. Each one of 
these facilities is preferable for the use of Soviet ships 
operating in the Indian Orean to a base in Iraq, which would 
not only be further away but also have the access to it con- 
trolled by Iran at the Straits of Hormuz. The Indian Ocean 
aspect of a base in Iraq would therefore be more limited, 
constituting the achievement of a counterbalance to the Iranian 
base of Char Bahar. On the other hand, it is certain that after 
the opening of the Suez Canal and the expected increase in the 
size of the Soviet fleet in the Indian Ocean, the vessels using 
the Iraqi facility would be drawn from that fleet. 

The convergence of Soviet and Iraqi aims in the 

Persian Gulf is what has made Iraq a Soviet proxy in the region. 

As in most other areas outside the Soviet Bloc, direct Soviet 
military actions, with th'ir great potential cf boomeranging 
politically, have been ruled out (except, perhaps, as a very 
last resort). The same is true of direct Soviot coersion of 
other states to act in ways desired by the Soviets. Soviet 

proxy policy toward Iraq has consisted in supporting actions 

committed by her in what is believed to be the furtherance of 
her own interests, which in fact coincide with those of the USSR. 
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This way it has been possible for the Soviet leaders to further 
their aims without paying the price of political backlashi this 
proxy policy fits in well with the preference for the use of 
Iraqi facilities over the establishment of a Soviet base in Iraq. 

(6 ) Iraq as a Soviet Proxy 196l~19?k 

The Iraqi aim of achieving a naval base on the Persian 
Gulf free from foreign control over its access could not be 
realistically expected to be achieved by direct action against 
powerful Iran. The obvious temptation has been to do it at the 
expense of small, powerless Kuwait. Until 1961, British protec- 
tion of that principality excluded any Iraqi action in this 
direction. The opportunity came with the declaration of Kuwaiti 
independence in June 1961. Six days later, Iraq's ruler General 
Qasim declarod in a radio address that Kuwait was an "integral 
part of Iraq," basing his claim on the argument that Kuwait had 
been part of the province of Basra in the former Ottoman Enpire 
and that it had been recognized by Great Britain as such both 
before and after the treaty of 1899 whereby Kuwait came under 
British protection. The USSR suppo r ted Iraq's claim to Kuwait . 
Its UN representative Zorin vetoed a British resolution at the 
Security Council to condemn Iraq's threat to Kuwait, stating 
that the Iraqi government "has nover contemplated and is not 
planning any military actions with regard to the Principality 
of Kuwait ( sic ) or enforcing Iraq's right to the area ( sic ? ) 
by means of arms" (KflA.\p. 18188). A takeover of Kuwait by 
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Iraq would have not only placed the control over the access to 
the Umm Qaor base in the hands of Iraq and enabled her to build 
even bigger and better bases on the long Kuwaiti coast, but 
also tripled her proven oil reserves and her income from oil. 
With Kuwait an integral part of Iraq, Baghdad would have become 
a formidable challenger to Iranian supremacy in the Gulf. 

The Iraqi attempt in 1961 to tako Kuwait failed as a 
result of effective British action, and in October 1963 Iraq 
formally recognized the complete independence and sovereignty 
of Kuwait in her present borders. But this in no way meant 
that Iraq had abandoned her designs on Kuwait. Iraqi pressure 
on her small southern neighbor continued, and Kuwait was forever 
granting large sums to Iraq as protection money. 

In early 1972, the present Iraqi regime opened secret 
negotiations with Kuwait for an agreement that would give her 
the right to establish a completely autonomous naval base on 
the Kuwaiti island of Bubiyan (Gee map in Appendix 1-4). Such 
a base would have froed Iraq from Kuwaiti control over- tne 
access to her principal naval base. The negotiations collapsed, 
and in March 1973 1.500 Iraqi troops attacked a Kuwaiti police 
post and occupied an area around it. Iraq's foreign minister 
announced that his country required Kuwait to cede the islands 
of Bubiyan and Warba (both of which control the access to Umm 
Qasr), indicating that otherwise Iraq could n«ver become a 
Gulf power. In effect, Iraq presented Kuwait with the option of 
either facing an Iraqi invasion of the whole of Kuwait or ceding 
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In the meantime, while Iraq has had t' 

""" QaSr 93 her Principal naval base the s ° COnten<1 " ith 

»«hing extensive use of H ln ' * navy has been 

after the British anno ^ ^ «<*«» 

tl8h ann °uncement of withdrawn * 

two Soviet warships cailed at that b GUlf ’ 

Soviet naval presence in the 0ul f ,v ~ «« 

five more Soviet naval visits in Um 7 WitMn thr8 ” yea ”' 
base has become a regular 8r W8r8 ™ <le ' Th9 Iraqi 

Needless to say. the use ^ 8811 ^ v9a **le- 

to Umm tear made free of 77^ VSry mU ° h ^ S8 ° th9 aCC9se 

xree of the strategic 4. 

Kuwait. control of pro-Western 

- - — - 

»• -» Jzz r.r r - 

or ner struggle against 
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*"? hCgMOny ln th ° GUlf - ^ •“ taken steps to bring 
the radicalization of the small Gulf states. Ths pre- 

Gulf haS SUbVerSi ° n# f0r which the setting in the 

Gulf area is Idea!. 7 here is no state in the Gulf which does 

not have a quarrel with at least one of Its neirwh 

hae . ^ lts nei ghbors, and the 

internal quarrels between Abu Dhabi and Dubai on the 

one hand, and between those two principalities and the others 

constituting the UAE on the other. It would be too tedious to 
supply the details of all 

these Quarrel h » av _. -» , _ 

wuarreis. Very briefly, they 

relate to issues such as ill 

l-defined borders, conflicting claims 
to tho continental shelf, etc t« 

there h v 1<>a ^ HU th ° 89 «ates 

Indian " inflUX °' ^lestinians. 

Ians, and Pakistanis . who have added another element of 

instability. On top of it all th. Q 

all, the Sultan of Oman has had a 

major left-wing revolt on his hands since 1965. 

Iraq has extended her subversive activities to all 

the smaller states of the Gulf. The fniiAwi 

The following are merely a 

eampie. the creation in the summer of 1970 of a movement named 

‘ ; 1 ° e " 0CratU - f5r Liberal Ion of the Arab Gulf 

< OAG). to supplement the PDRr-bacKod Popular Front for the 
* oration of the Arab Gulf (PFXOAG, in the revolt against the 
U ts„ of Oman, the establishment of Iraqi Beth cells in Kuwait, 
Bahrein, «atar. Abu Dhabi, and Dubai in 1971 , the injection b y 
raqa elements of political demands into labor riots in Muscat 

S8Pte0b9r 19711 “* th * lni «ation of the abortive coup in 
R«s al-Khalma <WJ> conducted by Saqr ibn Sultan in January l 972 . 



38 



Hi 2'68-P 



The Soviet Union has, of course, nover publicly 
backed the secrex Iraqi subversion in the Gulfi but it has 
expressed its desire to see the radicalization of tie Arab 
states of the Gulf, only two of which (Kuwait and Bahrein) 
maintain diplomatic relations with the USSR. One examplui 
after a visit of a Soviet Party and Government delegation in 
PDRY, a joint communiques wa3 signed in Aden on December 7, 1972, 
in which the two sides supported "the struggle of the peoples 
of the Gulf under the leaiership of PFLOAG against imperialism 
and aggression. " The frequent Soviet pronouncements calling 
for the nationalization of Western oil assets in the Gulf, 
such as "The oil-producing countries are determined to put an 
end to the concessions, which are a disgraceful attribute of 
colonialism" ( New Times . Moscow, September 1973, P» 20), may 
also be seen as part of the campaign designed to contribute 
to the radicalization of the Gulf states. 

The various subversive activities conducted by Iraq 
against Iran herself have been excluded from the foregoing 
analysis. Whereas in the small states of the Gulf, Iraqi sub- 
version has the potential of actually achieving its aims, at 
least in part, the activities against Iran have been and will 
remain no more than pinpricks. The USSR dan therefore not have 
any great interest in them, and in any case, Soviet pronounce- 
ments of support for them would immediately bring an end tc the 
profitable Soviet-Iranian dfitente. For these reasons, this 

issue falls into the category of Iraqi-Iranian relations proper 
and is not a part of the Soviet proxy policy in the Gulf. 
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(7) Tran as a Soviet Pr oxy 1975-1985 

Soviet-Iraqi cooperation is likely to continue and 
deepen even further over the next decade. Soviet interest 
in maintaining its position in Ira, will become more urgent 
with the expected decline of Soviet influence in Fgypt and 
Syria, and with the consol' dation of Iran's position as the 
virtual ruler of the Persian Gulf and the Gulf of Oman. 

Iraq's interest in Soviet aid will be bas .-d on the knowledge 
that it need not apply for Western help in stemming (not to 
apeak of rolling back) Iranian expansion in the Gulf. As 
mentioned earlier, unlike Egypt and Syria oil-rich Iraq does 
not need US economic aid nor US diplomatic aid in recovering 
lost territories, Baghdad's desire to increase Western invest- 
ments in the Iraqi economy, and even to pu- chase Western arms, 
does not require any change of policy, since the Western govern- 
ments and companies have been stumbling over one another in 
thoir eagerness to fulfill this desire. Thus, even if the 
present Ba« th regime falls (which is not likely to happen in 
the near future), no radical change in Iraq's foroign policy 
ia to toe expecteds 

The principal preoccupation of Iraq in the Gulf will 
continue to b. th. creation of a credible naval presence in it 
in order to challenge the Iranian supremacy. Hence, it will have 
to continue to strive for the establishment of a naval base on 
the Gulf with an access free from foreign ontrol. The best 
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solution win continue to be at th„ , 

recent ore ™penee of Kuwait, whoee 

recent program of massive u 

rearmament has made Iraq's task 
more urgent than even first 1 ask 

nrst, because the completion of 
Program would rive teeth t„ v . • " of this 

Laun r :; a : s contro1 over the accesa < 

- -- would then be ir ;i " '“**** ~“~ 

that Ira<1 1(111 -t against Kuwait within a yeT^ aT 1 " 
two vparn w * year, or at moat 

y ars. traq would either invade Kuwait with tw 

° f 81(1 ftl y spying the whole county nti °" 

islands of Bublyan and ^ ^ — «" -wait! 

scenario would be as follows, a c ,/ Ca "’ ^ ^ 

Soviet t, considerable detachment of 

Iran frlT ^ Wln ^ an ° h ° r8d in Vm in order to deter 
ran from counter-attacking the Iraqi forces in Kuwait, i rao 
herself will warn Iren that . Kuwait, Iraq 

would lead to the destru 

•ries, located only a fs 1 ^ '‘ 00 ’ 00 ° ^ ***» ~«»* 

(3.s map i„ Appendljt ^ ^ th8 *>rder 

send fo A " Ma ’ Whloh 18 likely to 

-end forces to Kuwait in case the Kuwaiti armv 

w-mmt Kuwaiti army succeeds in 

holding off the Iraqi invasion for a few davs , 

to intervene once the superior Ira,! a , ^ 9XP9Cte<1 

country, or. in case of an Iraqi i ^ ^ COntro1 of that 

it would likewise r.f.gnri ^ *° ^ iSl ^' 

h. r0m “ehting once the islands have 

en occupied, upon the completion of the Iraol 
USSR will „„„ qi operB tion, the 

territo 7 ^ h8S “ 8 over the 

ties ^ ° ° ^ occuplsd and will engage in diplomatic activi- 
ties to support th. l ra ,i action and mak< lt 8tick> 
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that tho more limited action is more likely to be attempted 
than the occupation of entire Kuwait, which is, however, not 
to be ruled out. An Iraqi takeover the whole country would 
bring infinitely greater strategic and economic benefits to 
Iraq (and to the USSR) than the occupation of the two contested 
islands, but also a much harsher political backlash i it would 
almost certainly wreck the Soviet detente with Iran, possibly 
even with the US, It would doubtless be much easier to make 
the occupation of two obscure islands acceptable in the world 
than that of an entire sovereign state. In either case, Iraq 
is certain to construct a major naval base on occupied Kuwaiti 
territory and to invitG the Soviet navy to make use of it. 

In return, Iraq would request th*' USSR to supply the Iraqi navy 
with naval hardware, espacially additional missile boats, with 
which to challenge the Irani in superiority in the Gulf. 

If, within the next two years, Iraq will not have 
made her move against Kuwait, her military option to do so will 
have been lost, as explaired before. In that case, there would 
be only one thing the Iraqis would be able to do in order to 
obtain a naval base whose access to the Gulf is not direct.ly 
controlled by any foreign power. That is ths construction of 
an offshore navai base deep in the Persian Gulf. While this is 
technically feasible, it would be far inferior to a control- 
free base on Iraqi ter.ltoryi the line of communication of an 
offshore base to Fao, on which it would depend for its logistics 
would be vulnerable to attacks by the powerful Iranian navy and 
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1 fc 9 (the installation itself h„ 

^ V , itself, however, could be pro- 

tected by S/A and S/S missiles ) But if » 

Iraq balks at th ' Polltica l reasons. 

moans of b 0MUPati ° n °' KU ' ,aitl her “>* 

means of becoming a real rni-p „ J 

shore base „ thl ^ ^ through an off - 

• If this is done, the same sequel is to b« 
the Soviet Union would supply Iraq wlth a . eXP<!Cted ' 

of missile boats in ret r ocnsiderable number 

by its navy. ^ ° r the ri « ht * «-i»« the new base 

Thus, wi';;- n three or four y^ars it can h 
. , J are ip can be sxoee+f>rt 

but 3 freTfr™?^ 3 ^ * ,Ub <>n land. 

of the ° reiSn °° ntr01 ° V8r thS aC0 ° SS t0 “ as • result 

the occupation of Kuwaiti territory, or in the Gulf itself 

" ^ 3 P ° WerfUl ^ navy constituted mainly of 

Komar/ Qna missile boatR Qn rt v, 

Shi T" y a gr ° Win « number of Soviet war- 

ips drawn from the Indian Ocean fleet s„ h 
„ _ ixeet. Such a development 

ould certainly not suffice to lead to the 
v, f T x aa t0 the replacement of Iran 

by Iraq as the leading naval power in the Gulf-this 
exDen+oH . . wux— this cannot be 

P cted to happen over the next decade. But even a signifi- 

cant narrowing of the gap between the two navies as a result 
of the establishment of a credible t i 

icallv be o' aw 9 n£Val P0Wer - o^bol- 

all y bac.ed by the Soviet navy, would have far-reachins 

quences in the Gulf. Iran would i . 8 8 * 

at will „,rw itS optl °" intervening 

til. w thnut having to worry about Iraqi opposition, in any 
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A possible secnario for the radicalization of a minor 



Gulf state could be as follows i a coup d'Stat against its 
ruler is planned with Iraqi participation and Soviet concur- 



rence! at the planned time of the coup, Iraqi missile boats 
"happen" to be patrolling nearby, with Soviet warships not 
far off; the threatened ruler calls in Iranian help! the 



Iranian vessels rushing to the scene are deterred from action 



by the Iraqi and Soviet naval presence! the radical new ruler 
aligns himself with Baghdad and Moscow. A variation of this 
scenario could be the active participation of Iraqi missile 
boats in the coup, as every capital of the smaller Gulf states 
is within range of the Styx missiles. If Iraq receives a really 
large number of Soviet missile boats, it is not inconceivable 



that several such coups would be carried out simultaneously. 



If indeed one or more of the oil-rich Gulf states 



is radicalized with Iraqi backing, this would mean more than 



the collapse of the Pax Iranica in the Gulf. It would cause 



additional difficulties for the West in obtaining its oil from 
the Gulf, and the consequent disarray would advance the Soviet 
goal of Finlandizing Europe. The implications for NATO tend 
for US security interests are obvious. 

None of these developments is, of course, inevitable. 
After all, the Middle East is probably the most unpredictable 
area in the world. The foregoing projections are based on the 
assumption of rational and unwavering conduct by both the Soviets 



and the Iraqis in pursing their common goals i such conduct need 
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not be the case. There is always the possibility that for 
some reason the Iraqi regime will get irritated with the 
Russians and turn to the West. Since, however, such a course 
of action would signify a recognition by Iraq cf the permanent 
supremacy of her hated eastern neighbor over the whole region 
of the Gulf, it is highly improbable. The process described 
above, of Iraq striving, with Soviet support, to establish a 
credible naval force in the Gulf and then engaging in a force- 
ful policy of radicalizing the smaller Gulf states, is a far 



likelier sequence. 
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APPENDICES 



Appendix I t 
Maps 



1. Iraq in relation to the Mediterranean, Europe, and the USSR. 

2. The Indian Ocean. 

3 * The Persian Gulf area. 

4. Iraq '8 position on the Persian Gulf. 
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Appendix TT . 

M U l tary Forcea of th „ p„, - 3lan nulf T||1v ^ 

(Source i The Mil itary Balance 



IIUQ 



Population: 10,142,000. 

Military service: 2 ye.irs. 

Total aimed forces: lOl.SOO. 
Estimated GNP J«.>72: S3.5 billion. 
Estimated ilcieik .0 evjvr.d.iurc 1972: 
dinars (S33.S million). 

0.33 dinars « Si I July 1972. 

0.302 dinars = SI J July 1973. 



102 million 



Army: 90.CHX). 

1 armoured division of 2 armd bdes and 1 mcch bdc. 

2 ml diys. each of I mcch ar.d 3 inf bdes. 

1 Republican Guard mcch bdc. 

2 special forces bdes. 



900 T-54/55 and 90 T-J4 med tks: 45 PT-76 30 
M-24 li Iks; about 1.300 APC, ir.cl 600 I1TR-I5‘ ) - 
75mm - IWmm. 120mm. 130mm and 

onT’ A K s nS: 23mm ’ 37mm> 57mm - 85mm - 
100, mm AA guns. 



reserves: 250,000. 



Navy: 2,000. 

3 SOI submarine chasers. 

2 minesweepers. 

3 Oifl-c lass p.urol boais with Sfyx SSM. 
12 P-6 torpedo ooais. 

10 patrol boats (less than 100 tons). 



Afr Fcrcc: 9.S00; 224 combat aircraft. 

1 bomber sqn with 8 Tu-16. 

3 fiphicr-bomber sqns with 00 Su-7. 

2 FGA sqns with 36 Hunter. 

5 interceptor sqns with 90 MiG-21. 

3 fighicr sqns with 30 MiG-17. 



2 tpt sqns with 27 An-2, 
Tu-124 and //iron. 



An-12, 



An-24, 



35 Mi-4, 29 Mi-8 and 5 Alone tte III hcl. 
SA-2 and SA-3 SAM, 



11-14, 



reserves: 18,000. 



Pa TJr!l lUary - Forc '*L 10.000 National Guard, 
4.800 security lroo»md 4-5,000 others. 



* 



IRAN 

Population: 30.805,000. 

Military service: 2 years. 

Toial armed forces: 21 1,500. 

Fstimated GNP 1972: 51509 billion. 

Defence budget 1973: 136,340 million rials 
( S2,0 1 0 million). 

76.6 rials = SI 1 July 1972. 

67.83 rials = SI 1 July 1973. 

Army: 160,000. 

3 armoured divisions. 

2 infantry divisions. 

4 indep bdes (2 inf, 1 AO, 1 special force). 

1 SAM battalion with HAWK. 

60 Chieftain. 400 M-47 and 460 M-60A1 med tks 1 
about 2.000 M-l 13, BTR-50 and BTR-60 APC; 
I30mm and 155mm guns; 75mm, 105mm and 
155mm how; 40mm, 57nim and SSmm AA runs 1 
SS-li. SS-12, TOW ATGW; HAWK SaM; 
(7^0 Chieftain tks; 155mm, 175rrun SP guns and 
203mm how on order.) 

About 30 It ac, ind C-4S, Li-8, Cessna 1S5, 0-2A. 
20 Jluskie, 59 AU-206A and 3 CH-47C hcl (46 
AB-205A on order). 

RESERVES. 300,000. 

Navy: 11,500. 

3 destroyers. 

4 frigates with Seaki/hr SSM and Scacat SAM. 

4 corvettes (2 in reserve). 

10 patrol boms. 

4 coastal minesweepers. 

2 inshore minesweepers. 

4 landing craft. 

8 SRN-6 .and 2 BH-7 Wellington hovercraft. 

1 sqn with 4 AB-205A, 6 AB-212 and 6 SH-3D hcl. 

(6 P-3C Orion MR ac, 202 AIMJ hcl and 4 BH-7 
hovercraft on order.) 

Air Force: 40,000: 159 combat aircraft. 

2 FB sqns with 64 F-4D/E with Sidewinder and 
Sparrow AAM (70 more F-4F. on order.) 

6 FB sqns with SO F-5A (141 F-5E on order.) 

1 recce sqn with 15 RT-33. 

1 med tpt sqn with 35 C-130E. (20 C-130H, 4 F.28 
and 6 Boeing 707-320C tankers on order.) 

2 It tpt sqns with 12 F-27 and 6 DHC-2 Beaver. 

12 Jluskie, 5 AB-206A. 5 AB-212 and 4 CH-47C 

hcl (287 UH-1H/2I4A Huey Plus on order). 

reserves: if 000. 

Para-Military Forces: 70,000 Gendarmerie with 
armoured cars, light aircraft and helicopters; one 
naval battalion with 40 patrol boats. 
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Appendix II--contlnned 



SAUDI AKAIJIA 

Population : 3.400.COO, 

Military wrv .vO voluntary. 

Total armed forces: 4;,. < ia'. 

Estimated GNP 1 972: S5.2 Ivli.on. 

Defence budget 1973-74: stiuoi nyals 3,990 million 
(SI. OX) million). 

4.2 rivals- SI I July 1972. 

3.66 riyals= SI I Juiy 1973. 

Army: 36.000. 

4 infantry brigades. 

1 armoured battalion. 

1 reconnaissance battalion. 

1 parachute battalion. 

1 Royal Guard battalion. 

3 artillery battalions. 

3 AA battalions. 

10 SAM batteries with HAWK. 

25 M-47 mod tks; 60 M-4! It iks; 200 AML-60 
ar.d AML-90, some S.'uakoinid and Greyhound 
armd cars: f.riv/ scout cars; Held puns: AA 
guns; HAWK SAM. (30 AMX-30 tks on order.) 

deployment: 4,000 in Jordan. 

N-.y: 1,000. 

2 torpedo boats. 

1 motor gunboat. 

2 utility craft. 

9 patrol boats (coastguard. 

8 SRN-6 hovercraft (coastguard). 

Air Force: 5.500; 70 combat aircraft. 

2 FU sqns with 15 F-S6F (140 F-5 and 30 F-4 on 
order). 

2 FGA sqns with 20 n AC-1 67" (10 more on order). 

2 interceptor sqns with 35 F-52/F-53 I iehmwy. 

2 tpt sqns with 10 C-130 and 2 C-I40D (4 C-130E 
on order). 

2 hcl sqns with I Aloueile HI, 1 AD-204, 8 AB-205 
and 20 AU-206. 

1 T-33 trainer, I Cessna 3I0K and 6 172G It ac. 

37 Th i uitler bird Mk. 1 SAM. 

Para-Military I orccs: 3,500 National Guard 
(formerly known as the ‘White Army 1 ), organized 
into regular and semi-regular battalions; 6,500 
Coastguard and Frontier Force. 



OMAN 

Population: 710,000. 

Military service: voluntary, 

Total armed fences: 9,600.* 

Defence budget 1973: 25.5 million rial saidi 
($77,5 nvl'iorp, 

0.413 rial saidi = SI I July 1972, 

0.329 rial saidi = $1 I July 1973. 

• Including some COO expatriate personnel of several 
nationalities serving on contract or on secondment. 

Army: 9,000. 

4 infantry battalions. 

1 frontier force battalion. 

I armoured cavalry squadron. 

1 artillery regiment. 

Saladin armoured cars; 75mm pack how; 25-pdr 
and 5.5 inch guns. 

Navy: 200. 

I fast patrol boat (2 more to be delivered in 1973), 
3 armed motorized dhows. 

1 patrol vessel (yacht). 

Air Force: 400 (including 160 contract personnel); 

12 combat aircraft. 

1 FGA squadron with 12 DAC-167. 

1 air support squadron with 3 Caribou and 10 
Skyvan (2 more Skyvttn on order.) 

1 hcl sqn with S AD-205 and 4 AJ3-206A (3 more 
AD-205A on loan front Iran). 

I transporl flight with 3 Viscount. 

Para-Military Forces: 2,000; about 900 gendar- 
merie; about 1,000 irregulars. 
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EXECUTIVE SUMMARY 



The sudden rise in oil prices is producing varied economic effects 
on Third World countries. Most short- and long-term f to 19o5) consequences 
are related to the effect of the price rise or the industrialized countries. 

Major oi 1 producers--Nigeria, Indonesia, Ecuador, Venezuela--wi 1 1 
benefit considerably from increased revenues. 



Non-oil producers will suffer depletion of monetary reserves to the 
extent they continue importing oil to maintain previous levels of consump- 
tion. Higher oil prices and inflation will also increase costs of imported 
goods and food from the industrialized countries. Total increase In import 
costs related to higher oil prices is estimated at $12 billion for 197^. 

Key factors that would alleviate the financial burden of higher import 
costs are: maintenance of high export levels and favorable prices for pri- 

mary commodities; and increased external capital assistance. 

Economic recession in the industrialized world would hawe a detrimental 
effect paiticularly on developing country exports and prices, but to some 
degree also on the amount of external capital assistance. The private flow 
of oil money from producers to users will generally bypass the poor, non-oil 
producing developing countries, but special loan funds totalling about $5 
billion have been established by Arab producers and the IMF and IBRD. 



The impact of a prolonged economic recession in the OECD countries on 
the medium and high level (per capita GNP) non-oil producing developing 
countries would be a severe to moderate restriction in economic growth. The 
impact of prolonged economic recession In me Industrialized countries on the 
poorest of developing countries would result in zero or negative growth. 



That the developing countries by definition are not highly industrialized 
is a favorable factor In coping with high energy costs; their economies will 
be less severely disrupted If consumption of high-cost fuels is curtailed. 

An estimated kO percent of energy consumed Is supplied from "non-commercial" 
sources. Similarly, populations not accustomed to high consumption levels 
of consumer goods will not feel reduction In current levels so acutely as the 
more affluent countries. 



Political consequences of the energy-price crisis include development of 
new raw materials producer cartels among the developing countries, and new 
relationships between Middle East oil producers and other Third World coun- 
tries. Oil revenues will be used in Arab economic aid programs to bolster 
political alliances with Third World countries, especially those of neighbor- 
ing Africa and Asian countries with large Muslim populations. 



Special studies of the growing interrelationships among the Middle East 
and African states, and particularly the economic and strategic importance of 
the Persian Gulf, the Red Sea and the Indian Ocean, are recommended. 
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ENERGY AND THE THIRD WORLD 



The price of oil has risen sharply and is not expected ever to return 
to 1970-71 levels. As with the industrialized countries, the impact of the 
1973 energy crisis on the developing countries has been assessed primarily 
in financial terms. However, the future of the developing world depends 
heavily on the economic wellbeing of the industrialized nations that are 
at once their primary source of investment capital and technical assistance 
and markets for their commodities and manufactured goods. If the developed 
world suffers a sharp or prolonged economic recession the developing coun- 
tries will be severely affected; their burden in financial terms will be 
measured not only by steep oil -import bills but by the reduction or loss 
of aid funds and export income. 

It i a the industrialized economies, with some notable exceptions, 
that are today facing the most staggering oil-related financial problems. 

Together, the U.K., Japan, Italy, and France will have a balance of pay- 
ments deficit for 197^ of $40-^5 billion. (The U.S. a.id West Germany are 
expected to have surpluses.) By comparison, the Third World's estimated 
$12 bill ion/year deficit on oil imports seems modest. 1 

International economic specialists' views concerning the ability of 
the world's economic structure to cope with stresses created by the oil- 
price crisis range from fearful hope to gloomy resignation. Many expect 
a global recession of one to two years if not a severe depression; almost 
all have been extremely pessimistic about the developing countries' capac- 
ity to surmount the difficulties of either the immediate future or the 
longer term into the mid-1980s. 




Just what are the political and economic Implications for the devel- 
oping countries of high world energy costs? And what are the disadvantages 
and advantages of the oil-price crisis peculiar to the Third World? 

The purpose of this paper is to offer a u^La base for discussions of 
these and related questions, to provide some evaluation of the major consid- 
erations, and to indicate developing country influences In shaping the new 
world economic order. 



Political Implications 




There are several particularly significant political repercussions 
in the Third World from the oil embargo and price increase. One is a new 
sense of power exemplified by expressions of solidarity on the principle 
of economic sovereignty of producer nations over their natural resources. 
Another, combined with the first, was the direct political action of mem- 
bers of the Organization of African Unity (OAU) (and some non-OAU countries 
in the Caribbean) in breaking diplomatic relations with Israel. A third 
effect, at present religious and economic In character but with ultimately 
political consequences, is the intended use of large oil revenues by 
Islamic producer countries to promote Muslim solidarity In the Third World. 
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Producer Associations 



The developing countries, pleased and inspired by evidence that a 
needed raw material could be used as a weapon to obtain economic advan- 
tage and consequent political clout with the industrialized world, were 
quick to express their approval of the technique employed by the oil 
producers and their intention to follow suit with similar producer 
ca r te 1 s . 

Minerals producers were in the vanguard. The already existing copper 
producer association (CIPEC), composed of two African and two Latin Amer- 
ican developing countries, though unable in the past to exert control over 
world prices, now hopes an enlarged membership will help to achieve that 
aim. The bauxite producers association was formed in 1974 in the after- 
math of the oil embargo. Like the copper association, its first efforts 
are aimed at restructuring the industry so that the supplier of the raw 
material owns the resource and also shares in the downstream value added 
from processing. The success of these two producer associations in reach- 
ing their goals depends on a number of economic factors; an important 
political element is the degree of cooperation the member countries can 
sustain as well as the kind of support they get from other Third World 
countries individually or within the international organizations. 

The potential for new commodity cartels is discussed more fully begin- 
ning on page 10. 



Africa and the Oil Route 

The Third World countries most directly affected politically by the 
oil embargo and price rise are those of Africa, both independent black- 
ruled and the white minority-ruled. 

The Islamic countries of the Middle East called on their brothers in 
black Africa to demonstrate their support by breaking diplomatic relations 
with Israel, which a number did with alacrity, others--particular ly those 
that had benefited from Israel's technical assistance programs--wi th con- 
siderable reluctance. In return, the Arab states applied the oil embargo 
to the Portuguese territories of Africa, Rhodesia, and South Africa, and 
promised material as well as diplomatic support for African liberation 
movements . 

The black African states expected special price and supply consider- 
ations from the oil producer nations as well as economic development aid. 
Disenchantment with Arab lack of performance in these areas has recently 
resulted in a softening of some African states' attitudes toward relations 
with Israel." But the severest tests of Arab/African unity lie in the 
future. And they will involve a complicated series of considerations not 
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...and a suggestion that perhaps the African states on the upper 
reaches of the Nile should sell its waters to the Arab states, "...a 
gallon of water for a gallon of oi 1 , a barrel for a barrel." 
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only growing out of the inter-relations of the Middle East and Afriran 

PersUn'c^f Ihl ."d f' eco " om ' c fl " d strategic importance of the 

Gulf, the Red Sea, and the Indian Ocean to the rest of the world 

I'",::,-;::"- 

If in 1985 the U.S. expects to be assured of access to oil from t-h» 
Gulf states and to minerals from the Red Sea and the African continenE 
if it expects to be in a position to influence political and mMI EarC 
developwnts in the area In the direction it conceives Eo Ee “ EE 

EEEE°EEfo S rE C Eh r En t> h'E t ET tS ' th \" “ Wi " have t0 dev ° te considerably 

tageoEs EefaE^sEtpEwuh^EEiE^ aE°weTE El 



Asia and Latin America 

-The use of oi I funds to promote Islamic solidarity may be ejected 
to have some political effect on developing Asian as well as African 
ountries. (See page 17 .) (Japan is also rapidly strengthening Its 
economic connections with Arab countries.) ^ 

hut- W ' th Lat ' n American countries are virtually absent 

but M.dd e East oil producers have none the less signalled their intension 
promote closer relationships, beginning with trade and aid projects. 



Economic Implications 



facinE'Eh^TMEru^f/E™ °J the ™ j ° r ‘"‘W-related economic problems 
1-acing the Third World keyed to possible offsetting factors: 



1 • Energy-Related Problems 



Steep costs of imported oil, manufactured 
goods, and food and consequent drain on 
monetary reserves 



B. Increased borrowing and consequent 
increased debt service burden 



Reduced exports to an economic' 1 ’/y 
depressed developed region and consequent 
reduction in earnings 






Appl I cable Offsets 
(See Paragraph I I ) 



0. Unavailability of substitute forms of 

fuel and consequent slowdown in industrial 
development 



0 » 2 , 3 , 7 ) 



( 5 , 6 , 7 ) 

8 , 9, II) 



0 , 3 ) 



BBS 



—X-. — * — — 

I 
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E. 

F. 



Shortages of fertilizer anH - 
shortages of agr i ” 



Reduced or eliminated 
and technical aid and 
development 



foreign investment 
consequent stagnant 



( 2 , 5 , 6 ) 

(5, 7, 8 , 9 ) 



1 1 



Offsetting Far-.- c 



Elasticity of demand for fuel nil , 
“sage can be curtailed „i th revive ease' 

2. Subsistence aqricuitum ic 

unaffected by^nergy^i Ms' “‘ ent, «"» 



Effecti ve Time Span 
(Via'rs) ~ 

<i - 5 



3. 



* -rcent 



Prices of primary commodities are hi„k 
Providing foreign exchange h ’ 9h ’ 

5 ' 27M :::iziTr : r d r r countries 

oi 1 “import financing 6 “ePelopment and 

i°yT di ^ erWCe b3rter errungements 

8 ' ° f ? y - 

velopi ng countries (oi , I^io^t^'r'antm, 

9 ' forst'rai 0 "- 3 ” 0 " 9 ‘ n ^us triai i zed countries 
a teg i c raw materials malnt-ainc !,• u 
export prices maintains high 

10. Development of new sources of net-mi 

the Third Worid a* ^ii Petroleum in 

detergents, animal feed Plastics, 



<1 - 10 

<1 - 5 
<1 - 10 
I - 10 

3 - 5 

5 - 10 
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Whi | e some of the ,k 

To cite Y reCCnt deVe, “ 

deve loping - Volci ^S? * 

n , 

°ne of the mnct 

energy cr ;- • m ° St popu lar s eerier in c 

•»/ crisis on fho a . '• er,a ri os for rt,„ 1 

nal 

There i a, sastrous famine 

the developi ng n °ount b - that ^usually straif 

industrialized countri' 65 ’ a " rava ted by prolong 600 " 0 " 1 ' 0 Editions in 

^Sa^^KSS^SSS- 

a,, y lives of the main " V ,n p,, °t schemes -n^ ,mpr °venients are* In 

: ts:,sr 



Mtab,ishlns - 

•y* increased product ion 
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LDC Export Growth a Function of OECD GNP 



The World Bank has attempted to answer the question whether devel- 
ping countries exports to the industrialized countries will offset 
increased oil import costs. 11 orrset 

Estimates made prior to the energy crisis of 1 973 projected an 
ncrease of the volume of imports by the Industrialized 'coSes from 
e e oping countries of about 8 percent/year between l 973 and I98O. 

Ra J e ° f 9 r ° wt J 1 of export volume for forty developing countries in 
a recent World Bank study are correlated to high and low estimates of 

page 3 9 J teS ° f 9r ° Wth ° f GNP in the dev eloped countries. (Tables 1 6 2, 



2c»r;i:;r 

f... 1, .i.r.z.TSTSirir'Kiss.'s, 



sh °r ne,p to "" prues d °“"- 

«-u„ m I Ha 1 a r _ . * , r po tlca ’ reasuna uc least some of the output from 

^ou^ d i:4:ra?i“L be made avai,abie - - 

S“„ r , 

Z of "ter resources has been made in many of the poo ustcouZies 

orodur? ePen Z“a° n mar9i " a ' < > u8 " titi « °F rainfall mLs agrlcuUura? 
production hazardous at best. With the help of foreign aidproarams 

they have improved local production of food crops and livestock bv die- 

r^atiZy 

rr p r ? ss 

Africa, the world has responded to provide relief and if :► -ii 

To eliminate the underlying causes o' chronic malnutrition and peri- 

tion ttha brin9 ab ° Ut 3n educat: * ona '/agricultural revolu- 

capab v f T w? rOWtH 15 kept reasonab, V ^ balance with the 
feed f -n P°P u,at,on ^ manage its land and water resources to 

1985 whatever' the 'pr fee S'oT*""" ^ ^ ™ "* W ° Hd 
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t'Vel^Tliigh GNP growth ° E r D , COtintries succeed in main^i • 
developing countri^c ate ° f b Percent in the Id 7 £ fln nta,nin 9 a rele 

growth rates Bv fh ^ Pr ° jected to mainJa n rJlr 3 °, Per,od » the 40 
relatively shor^H ?"* token * if there is an ' y high e *P°rt 
«P~ S growth°of ,l « d "" ° f 

only sli9htl * 

L ow Vs r 1 3 n t ' 

could resu ft n 1* ^ tha " historical ave 'o.7 c0 " tim ' ; "9 at 

the deve op „u C oCn? r S -' mated 25 »«■•«« eductfon L^' 3 ' 9 Percen -- 
the 1976-80 per“d £ 1° a ? annual average rate of T" 9r °" th '» 

a th rate XP of r V6 rOWth ratewoul * bT ^ ^ (PCGNP “a"si s) " 9 
3.6 percent, severely offered! ^ Percent - »<th India, at 



The IBRD would exDerf nr-- 

!° ma 'htain a 

Increase in current l?f “ Unt, ' ies - After ISN a JV'*' °’ the Hi ! 

°"'v '.5 percentXar n arS ' S ‘-’-i'cted, equ va7en? T" t/V ' ar 
/ye3i ln constant dollars. C to a decrease of 

Primary commodity prices areV^ th ® lndustr, ' al countries is -* 
in current dollars a fte? ^ t0 '' nCrease by °nly 2 oercTw’ 

3 -5 percent in real terms. ’ ° T *" aVera 9 e y ^rly decide of aTfels 






a. 



^ndus tr i a I coun !ries!''wi th^corres ''7' ' S '° Wed ec °"°"ic growth in 

o^eXvr^r^ 

of growth -if thP l f nC0fne groups of develoolnn ec °nomfc growth 

a i .ighsr I ncome countries f]Q 7 i ~ 

Mex7^ r Si!V^ mb,a ’ ^'nUaTCbHc ab ° Va **» : Argent 

(less tha' l,n^ e9a J’ S ! erra Leone, SyMa.^S' J°’'f a : Liberia, More 

awer Incn 



> * L '' u daor. EavDt rtsp n , , » uu ic ? mo 

Philippines, Senegal, Sierrai- Gha " a * ,vor y CoastTTtofea T 
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Probability ot High or Low Va riant Occurring 



tl 1 1 r i j Ran |, crpnarios are keyed to economic conditions in the 
OECD countries. As of this writing (September 197*<) . the world outloo 
f, with, for example, predictions of a dangerous slump ,n the 

U.S. economy lasting through 1976. 

In these circumstances the Low Variant would appear most likely to 
, in that : s most developing countries can be expected to suffer an 
ic t w ^Jre: P ond?ng 9 to that of the industrialize countries 
?t should be borne in mind, however, as suggested ea rl.er, that hi ' " 

have little significance for the very poorest countnes-they w, 1 Is imply 
go on subsisting. Oil producers among the developing countries w. 

course enjoy a boom. 



Evolution of Basic Commodity P ri ces_ 195 0- 1 973 

Besides volume of exports, the income from developing country pri- 
mary commodities is crucial to filling the oil-import price gap. 

The developing countries, spurred by Iran and Algeria, responded to 
in Apri 1 of 1 97^ - 

A frequently voiced complaint at the U.N. sess ; ->ns was that terms 
oping countries. 

As indicated by Tables 7 - 9, pages 23 - 26, primary coirmodl'ies 
(food agricultural raw materials, and mineral raw materials) 

n n relation to manufactured goods in the period 1950 

to79 b e ut In t^e ulSr part of that period, 1970 to 1 ^ increases 
in primary cor^dity prices were far greater ' than theorise thej ^ 

value of manufactured goods exports. T.ie o/e percent 

mary commodities in relation to manufactures rose by abou J 

months" f ° r 

commodity exports rose by about 70 percent. 

Despite thi' apparent contradiction of the developing countries' 
claim of terms of trade disadvantage, analysis of the d.ffere ^ 

gories lends support to than for exports from developed 

oping country exports genera ly rose less in ln the 

countries. For exam pie .meat wh!< * about J/ are 

iQcn-7T npriod. and cereals, whicn increasuu uy 

ui p ° r - 

cent . 
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TABLE I 

ALTERNATIVE ASSUMPTIONS OF ANNUAL RATES OF GROWTH 
IN GNP OF DEVELOPED REGIONS - 1974 TO f98o 



(percent per annum) 



High Variant Lott Variant 





1972 


1973 


1974 


1975 


1976- 


1974 


1975 


1976- 




(Actual) 


(Est.) 






1980 






1980 


Japan and 


















Oceania 


8.5 


10.3 


.4.0 


6.0 


7.0 


3.0 


5.0 


7.5 


Western Europe 


4.3 


6.C 


• 2.0 


2.5 


5.5 


0.5 


1.5 


3.0 


United States, 


















Canada 


6.1 


6.1 


2.3 


3.5 


6.0 


1.5 


2.5 


3.5 


Average, All 


















OECD Countries 


5.7 


6.6 


2.4 


3.5 


6.0 


1.3 


2.5 


3.9 



Table 2 shown how the different commodity groups in Influenced bv 
alternative r.itea of growth in the industrial countries. 



TABLE 2 

EXPORTS OF hO DEVELOPING COUNTRIES TO DEVELOPED 
REGIONS BY COMMODITY GROUP 



Commodity Cro^- . 



Average Annual Ra* «.m of Growth 
of Export Volume, 1973-1980 
(percent per annua? 

December 1973 
Projections 



March 1974 
Projections 
High Low 

Variant Variant 



Food and Food Products 
Noo-Food Agricultural Products 
Metal and Minerals 
Petroleum Products 
Manufactures 
Services 



3.5 3.4 2.6 

1.9 1.7 1.5 

5.7 5.3 3.7 

9.8 8.9 6.2 

16.3 15.9 11.1 

13.5 12.7 8.7 



Source: IBRD, "Additional External Capital Requirements of Developing Countries" 

Washington, D. C. 1'arcu 1974 



V 
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in the 1950-73 period, 
maistered impressive mcreas \ by about 350 per- 
Certainitems 9 nearly 644 perce nt, zi r cent, copper by 

Beef prices increas ent> fish by nearlY ,. 9 -rrent (Increase 

cent, coppe' °re V , and crude P etro,e “™ ^„ 7 ; s put at 300- WO per- 
r r e pe h t a ro,eu 8 m n r ear,; 197* - compared to .971 

cent.) . . averaged 100 percent, 

Since 1970 the upsurge 

™ ss - * 175 =• 

- f ' 30 P ° rCent ' . a , , the past few years is _ 
in the primary price spir supply, widespread specu 

attributed to three factors. ^ major currencies, and. 

lation in commodity n by the producers. 

of petroleum, JO. - trends in primary commodity 

A recent World Bank study evaluate 
prices for 197*. = . , the natural 

■•Markets for foodgrains ^“^sed synthetic pro- 

; ."S = ?«2^“ ' 

economic slowdown in the 

Beyond 197 4, price P r0 ^ ct ^? n tb respect"^ growth in 

aTt.se are the main markets • 

^uch products. 



Pr.fpnti a I FotlJjBLi2I2^ 



,unni«^ ■ — - . • s g 

° f -S'' "•'r ( r"s£) P, »fc°™ ^'• r 

SJSSi ■tasit’— - 



- — ' 11 ac exoorters of primary 

. ■ 777 are importers as well as v lnto account 

Developing , MF estimates (which do " need as mU ch as 

reducti on7n S --"^dltio Prl-W commodity 
Imports™' including fact i 



dire warnings from 
counterproduct i ve ; 
materials they say 
holding the bag. 



the industrialized users that such action would be 
the industrialized countries can find substitute 
, and the less developed countries will be left 



Success ot cartel action hinges on (a) scarcity of the material 
l strategic need, and (c) unity among producers. Although developing 
„oun ry oo exporters of bananas, coffee, cocoa have exercised some 
control over world production and prices these commodities lack the 

ducels enio 'r 031 ' 0 " ^ ' UCCessful cartelization. Some minerals pro- 

ducers enjoy two or more of these qualifications. 

of ll ° eVe ' opi " 9 countries equal or outstrip developed country suppliers 
of U.S imports of a number of strategic minerals. In 1972 the most 
sign, f, cant of these were bauxite from the Caribbean countries J^fca 

?6"i n percen?. Yana,,<&3 ' 2 PerCent> and aIumina from the same countries! 



Bauxi te Association 

Jamaica thlS ^ * us \ ra] ' a and Yugoslavia joined Guyana, Guinea, 

Associ tion wi th h 0 ^’ ^ t0 f ° rm thE lnt ernational Bauxite 

Association with headquarters in Jamaica. Other bauxite producers will 

,:" V ; r n ■ ltS 0l ? JeCti ''' i: '° «cure maximum national Ler- 

ship and effective national control over the countries' bauxite indus- 
tries, and to secure fair and equitable returns from bauxite resources 
Gu.nea has about two-thirds (8 billion tons) of the world's proven bauxite 
reserves, Guyana a virtual monopoly on calcined bauxite. 

ba ^ x | te .P rodu f in 9 countries and the newly formed 1 BA, while 
assertmg heir intent, on to attain "more just, reasonable and legitimate 

the woHi a ^°? S -^- Ween V3 : i0 ? S COUntries ’” have been at pains to assure 
use r rnf d rh h not the intention of the producers to exploit the 

intimilr H 6 K r ^ T e r iaK At the 5ame time they do not appear to be 
intimidated by the aluminum companies' threats to obtain their raw material 

from alternative substances available outside the developing countries. 

Jamaica was first off the mark in exercising the IBA principle of 
i?!™ 1 !" ty over resou- -is when it sharply Increased taxes on bauxite 
mining for the first quarter 1974. Mosi of the affected U.S. companies 

CenteTfo^'wM 6 ? nd haVe taken the dispute to the International 

t „ T of Investment Disputes for arbitration. Anaconda 
said it would comply with the new taxes but only under protest of the 

w^ a r: .r rea ? e !T e 800 P ercent " >" revenue payments to Jamaica 
which it said constituted breaking the original investment agreement. 
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Copper Group 

Four developing countries, Chile and Peru in Latin America and 
Zaire and Zambia in Africa, some years ago formed the Intergovernmental 
Council of Copper Exporters (CIPF.C). Its objectives, like those of OPEC, 
are to stabilize copper prices and expand copper markets. 

Zambia supplies 24 percent of copper exports to the world market, 
Chile 21 percent. The Third World has the largest copper reserves in 
the world and produces 36 percent of world supplies, most of it from 
Cl PEC countries. 

CIPEC has often proclaimed its intention to establish a floor price 
for copper exports, but has never carried through in the face of availa- 
bility of ample supplies in industrialized countries and the possibilities 
for substitution of other materials in i ndustr i a 1 uses . In addition, 
copper prices have in any case increased rapidly in world market since 
1970 It is difficult to see how the situation will be difierent in 
these respects for some time and therefore it would seem unlikely that 
there would be any dramatic action affecting world markets in copper in 
the near future. All of the CIPEC governments have already established 
national control and majority participation in their copper mining oper- 
ations . 



iron Ore 

In April 1974 an informal meeting of iron ore producers attended by 
Peru, Venezuela, Chile, Brazil, Mauretania, Algeria, Gabon, Philippines, 
and India-with Canada, Sweden, and Australia as obseryers-d. scussed 
the desirability of setting up a producer's group similar to those t 
oil, bauxite, and copper. In addition to cooperating to establish a 
floor price for iron ore, the group also considered proposals to insert 
escalator clauses in sales contracts to protect the producers from unfa 
vorable currency changes and inflation and to develop a system to corre- 
late prices of iron ore to prices of finished iron and steel products. 

Venezuela accounts for 30.6 percent of U.S. iron ore imports, had 
7 percent of the world market in 1970. The Venezuelan goyernment is 
currently holding talks on nationalization with U.S. Steel and Bethlehem 
Steel, which mine all the country's 22 million ton/year output. 



Other C ommodi ti es 

Other essential commodities heavily represented on world markets by 
the developing countries are tin, Malaysia 50 percent and Bolivia 16 
percent; and rubber, Malaysia 38 percent. 



TABLE 3 

IMPORTANCE OF COPPER IN SOME SELECTED COUNTRIES 
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Country 


Copper Reiervei 
( million tom 
metotlic Cu ) 


Copper Production 
(thousand tom) 


Rat* of Exploitation 
Percent of reserves 


Ytert o! rtttrvtt at trtitnl 


Production 


Consumption 


United States ... 


85.5 


1,560 


1.82 


54.8 


46.2 


Canada 


10.0 


610 


6.10 


16.4 


43.7 


Soviet Union ..._ 


._... 33.5 


1,100 


2.85 


35.0 


36.1 


Chile 


..... 71.8 


700 


0.97 


102.6 


348.5 


Peru 


24.6 


212 


0.86 


116.0 


615.0 


Zambia 


30.0 


■504 ■ 


2.28 


43.8 


1,500.0 


Zaire 


20.0 


387 


1.93 


51.7 


2,000.0 


Other 


40.0 


1,059 


2.74 


36.4 


12.2 


TOTALS 


— 320.4 


6, 353 


1.98 


50.3 


50.3 


Western Ind. Nations 11 1 .5 


2./06 


2.43 


41.2 


20.6 


Communist World 


.... 56.5 


1,306 


2.47 


•40.5 


37.9 


T hird World 


152.4 


2,251 


1.47 


6/.7 


5910 



Source: Minerals in World Affairs 

Alexander Sutulov 

University of Utah Printing Service 
Salt Lake City 1972 



’*• Third World has the iargest copper reserves In the world. 
Z. Its demand for copper is insignificant and most of Its 
production is being exported to the industrial countries. 

3. Even with this Increased production, which is 9 times larger 
than consumption, the Third World depletes its reserves at a 
lower rate— 1 .5 percent per year as compared with 2.5 
- percent in the developed and communist countries. 
h. At the present rate of production, the Third World has copper 
for a period i.6 times longer than the Western World, and at 
the present rate of consumption, for a period roughly 30 times 
longer. 



The two central African countries who are members of CIPEC, Zaire 
and Zambia, provide the U.S. with **3 percent of its imports of cobalt. 
Gabon, ZaTre, and Brazil supply 55.5 percent of U.S. imports of manga- 
nese. ' 



Developing County Oil Producers 1 9 7^4 Estimated Revenue $100,000 Million 

Saudi Arabia, Kuwait, Iran, Abu Dhabi, Quatar, Venezuela, Iraq, 
Algeria, Libya, Nigeria, Indonesia, and Ecuador, the members of OPEC, 
are themselves developing countries. They control 78 percent of the 
free world's known oil reserves (53 billion tons out of a total 68 
billion tons) and account for 57 percent of free world petroleum out- 
put--about 1,038 million tons in 1970 out of 1,810 million tons. 

In 1972 oil revenues of four of the group-- Venezuel a , Nigeria, 
Algeria, and I ndones i a-- fel I far short of covering their total imports. 
World inflation and increased volume of imports would raise these costs 
in 197** considerably. However, estimated 197** oil revenues for each of 
the twelve OPEC members will produce a dramatic surplus of revenue over 
estimated costs of imports. Their combined revenue in 197** is expected 
to be more than $100,000 million compared to some $12,000 million in 
1971. 



It is estimated that OPEC members will have revenues of about $500- 
600 billion available for investment in the 1970-1985 period. 



Cost of Oil For Non-0 i 1 -Export i ng Developing Countries 197** 

If the non-oi 1 -exporti ng developing countries reduced the volume 
of oil imported from the 1973 level of 1 ,5**7 million bbls to 1,395 
million bbls, at a price of $9 • 00 /b 1 c.i.f. the import bill would be 
$12,555 million for 197**. A modest increase in volume of oil imports 
at that price would put the 197** i mport bill for these countries at 
$15,120 million, an increase of some $12,000 million over 1973 estimated 
import costs (Table 5, page 16.) 



Gross Economic Impact on 13 LDCs 

The gross economic impact of $9 • 00/b 1 oil imports on 13 developing 
countries with per capita GNP ranging from $70 to $760 may be roughly 
measured by adding the estimated 197 ** oil import bill and debt service 
figures and comparing them to the 1973 reserves plus or minus the dif- 
ference in export-import totals for 1973- (Table 5, page 16 .) 

Sri Lanka, the poorest of the 13 countries, would show a $111 mil- 
lion deficit in 197** on this basis. Brazil, one of the weal th ies&* 4 of the 
13 developing countries, on the other hand, would show a positive balance 
of more than $**,000 million. 
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TABLE A 

ESTIMATED OIL REVENUES, PER CAPITA GNP , POPU LATION 
AND TOTAL IMPORTS OF ELEVEN OPEC COUNTRIES" 



Country 
Saudi Arabia 
Iren 
Kuwait 
Iraq 

Abu Dhabi 

Oatar 

Venezuela 

Libya 

Nigeria 

Algeria 

Indonesia 



Estimated 

Government Oil Revenue 

(S millions) 



1972 


1073 


1974 


2,988 


4,915 


19,400 


2.423 


3,885 


14,930 


1,600 


2.130 


7,945 


802 


1,465 


5.900 


638 


1.035 


4,800 


247 


3G0 


1.425 


1.933 


2.800 


10,010 


1,705 


2.210 


7,990 


1.200 


1,950 


6,960 


680 


1,095 


3.700 


480 


830 


2,150 



' Estimated 





Par Capita 




Per Capita 


Popu- 


Total 




Government Oil Revenue 


GNP 


lation 


Imports 




tt) 




IS) 


(millions) 


($ millions) 


1972 


1973 


1974* 


1971 


1973 


1971 


1972 


393 


630 


2.456 


540 


7.8 


806 


1,229 


79 


123 


461 


450 


31.5 


1,871 


2.410 


1,758 


2,131 


7,223 


3,860 


1.0 


678 


797 


80 


141 


551 


370 


10.4 


696 


713 


11,700 


22,565 


43.636 


3,150 


0.1 


n.a. 


n.a. 


1,941 


2.175 


9,500 


2,370 


0.1 


n.a. 


n.a. 


176 


250 


870 


1,060 


1K2 


2,301 


2,433 


820 


1,005 


3,631 


1,450 


2.2 


712 


1,104 


21 


33 


114 


140 


59.4 


1,506 


1,502 


45 


71 


233 


360 


15.4 


1,221 


1,760 


4 


7 


17 


80 


124.0 


1,174 


1,458 



•OOC estimate bawd on World Bank astimataa tor OPEC government oil revenue*, population 



(mid 1971). and population growth rates. 



SOURCES: Oi( Revenue figures s»e informal World 
O.C.: World Bank Group. 157-11. Import figure! era 
Publication Sales No. GATT 1973-3. 



lank staff ast, metes; GNP end Population figuras are from World BonkAHy 

,wd on Init/nsitonal Trtd,. 1973 (Geneve General Agreement on Tariffs and Trade, 1973) 



In: 



Grant, "Energy Shock and the Development Prospect" 
Washington, D. C., 197 1 * 



Overseas Development Council, 

I 



* Ecuador became a twelfth member early In 1974, 
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TABLE 5 

IMPACT OF OIL PRICE RISE ON SELECTED DEVELOPING COUNTRIES 
RANKED BY GNP PER CAPITA 
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Recycling Oj ) FnnHc 



OPEC members have apnorai i. 

and Internationa 1 financial inst'i ^onT^a?^" 1 With the maj ° r > 30wers 
surpluses should be recycled to ? f ^ ei r , enor ^us oil revenue 

"" - — of Payment ;e,[ e ; ^ « 

' n °il import cos ts ^ the^eve^op i ng^ t6d f 2 ’°° 0 mM,lon annual increase 
means proposed-primar i ly 1 1 in fact b * met by ?he 

Pnom the trad it ;rr in ™ 

but also from increased prices of other or? h V rM:h 0PEC "»=">bers, 

developing countries to the develops!) woMd V CO,nmodi ' ie! exported from 

invested so'as to P f U nan^r^de^™?! cl ?s°of IbT^*" 9 C0Un ? ries “ ould be 

er countries having dff f | ^ ! I “ng o “i th I~* '975 ?o mem- 

the poorest countries would no? qua y li?v under 1 . i? P ! rtS ;" . A * lt nOW Stands . 
worthy for loans, but a new type of iLn ^ M re 9 u,at| ons as "credit- 
so that assistance can be given to some | y'of^h 6 ^^ l ° be approved so °n 
developing countries. IBRD has borrowed k poorer non-oil exporting 

exporting countries for ioans^vX.^coun lifes ! ' ' ^ 

to assist the S poor«ro!i??onSg C coun?r' haS bC °" propo5ed by the U.N. 
to come from the oil-producing nations Imn^e W 'f h ba 1 f the mne V again 
appears in doubt, however, chiefly because Th M-Haf' 00 ° f the proposal 

are sa,d to prefer thir r :?s ?SroSh ! f a 2g e s! : i , eSr oducers 

Saudi Arabia is takinn rk« i j • 

Bank to assist Muslim projects In^fr.'^ 0 ^"! 2 -'" 9 the ls,amic Development 
are <-*pected to contribute a \llnVul ' S 2 I Jn- A " MUS " m COUntr ' es 
for loans, but 75 percent of the i n i t i a | $ $| • ' °" ® a ? h t0 be el '* 9 f b I e 
«s expected to come from the Middle East In a™ cap 1 ta 1 1 2a t ion goal 

be made to Muslim governments, bu large ° J producers : Most loa "* would 

Islamic countries such as Ind a h 9 ? ? communities within non- 

be eligible. A new currency ca ||L • LT *’■ Bn ? . th e . Ph M i pp r nes would also 
would have the value of one SDR. ' C D '" ar ?S t0 be heated; it 

Africa^coun tr?es 'and JE "a “ "^boring 

being allocated by an OAU committee Arlh t $ T n ! Uion fund » which is 
the developing world and the 1 ntra- 1 nves ' ° nS are t0urin 9 

Investment plans for Brazil. est 8 k ° f Beirut has announced 



$5b0 ml??fon; r K^ai|' SWO ^Abu ' 0 ^°!!; 5700 Venezuela 

m 'l Mon; Canada, C$300 million. ’ hab ’ $ 20 ml,,| on; Oman, $24 
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Ul 1 runds are alen 

*rx; efr th u - s - r b - tries ^ ^ t . term 

^ njz >z r&r- *'~‘ ^ 

''" 9 "^'“P'o* countries” C ° U "* rieS ' ra ' h - than to ZT^-i', ' X 
amount of reMef ? l, " deflc 't developing countri 

the IMF the IBRD °I nif f'f bala "ce of payment pro' e * Pect a r easonal 
to the extent recyc^ng of°on TheT^, ? 'V fro. 

to world economic stib?!?, ' funds through OECD coun • " ef ' ‘ fartl ’c 
primary commodities from d^op^^^ b ^ expo^S of"* 



Population , V fn°”g 7 n ^ our> ' r ■ es . with more than 7 o 
of energy. ' 97 ° ““unted for about IJ per^oT:' ?! ^ "° r ' d ' 

world consumptic 



Region 

Latin America 
Af r i ca 

As| a (Communist) 

Asia (Other) 




Energy Consumed 



4.3* 
1.7 
5.3 
4-5 



jecti ons^or r !g 85 °are T f S W ° r,d Consum Ption i n 1 970 

regions 1 share was as fol lows •' U ” P '' i ° n ° f Q6TU ^ 0 .) The developing™' 



Latin America 
Afri ca 

Asia (Communist) 
Asia (Other) 



9-13 QBTU 
3.68 
11.30 
9.56 



Energy consumption in IQ£P 

f£! counldieTdht compar d°^' C ° a * ad “ lpa ‘ a "t »r 

^ s=’.«sr“ 

tones .ha, do no.' “re ")™ 9 Xt? “ 4 '“' -"-H 

9Y ° r res ^ential heating. 

F 1 



According to the li w 

developing countries du^g for energy in 

’ that is ’ a I Percent 
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increase in GDP was accompanied Gy a 1.6 percent increase in demand for 
energy. In developed market economies the coefficient is approximately 



0 i i a Major Source 

Oil as the source of energy in 1970 in the Third World was as 
fol lows : 



Latin America 67.8?; 

Africa 48.7 

Asia (Communist) 8.2 

Asia (Other) 58.7 



"Non-Commercial 11 Sources Significant 

Many developing countries report only part of their total energy 
consumption because there is no systematic accounting for the consider- 
able utilization of non -commercial sources of energy. These non-commer- 
cial sources are primarily fuel wood, bagasse (residue of sugar cane) 
and animal and vegetable wastes. Best available estimates indicate that 
non-commercia 1 sources account for about 40 percent of total energy con- 
sumption in the developing regions. 

Contribution from these sources to total energy consumed is esti- 
mated at 27 percent for Latin America, 56 percent for Asia, and 48 per- 
cent for Af r i ca . 

(Garbage and manure are also utilized in high technology countries. 
Some 120 million cuft of methane gas is produced from a $4 million manure 
gasification plant adjacent to a beef cattle feedlot in the U.S. The 
dried manure residue is used as an animal feed supplement and as concen- 
trated ferti 1 i zer . 

Such plants are not numerous, however, and the American Gas Associ- 
ation has recommended a $10 million government- i ndustry rgsearci and 
development program to produce gas from solid waste. SRl' f est’mates 
75 billion cuft of gas can be produced from solid waste in the U.S. by 
1985.) 



Limited Coal Reserves 

The Third World has very limited solid fuel resources. Coal produc- 
tion in Asia accounts for over 90 percent of total production of solid 



Stanford Research Institute 



'1 



70 



S coal' h r es d<! '" ,IOpin9 »"n tries , 

tl r 1 ,e reserves 

•he Far Easr c L 

reserves exist t n ub i re 9'on and Africa ^ 
aPPreCiable — * -f 




them fr °- ’^^r^zTr h hava «^‘W.. , !:«;r lop ' B# “» 

nC GS ° r have Plans to do so. t0 deVe, °P 






° f whfc h Pr eT; h S ir 9 de eCO T iC Pr 0 s P«t for th h 

for growing sugar can °" SU9ar as *n expor ? eVel ° Pin9 Co ^tri es so 

petro-chemica I feedstocks? ^ r6Search ^der^y to s'ubsV^ **"«"* Ion" 
Thesu substitute sugar f, 

SiS ^ r °o?l a a nd d boT n ’ ?S 

dehyd ; and ip - 

trial ^detergen t^us fng P ^ a °^ is Planned by a U K f ' 

than pLt 5CrOU5 aS -X? Pr ^“ '" d - 

r d p osL ess 

‘a* ion i ndus try 3 ^ 6 J eavy broads into’ a ,n South Afr ca Pr ° dUC “ 

compe t i - 

^eans. me tric ~^7 



Because the U.K. process is still in the development stage it is 
not possible to assess the full degree of substitution of sugar for 
petrochemicals that ultimately may be feasible, but it is estimated 
that some 150 million tonnes/year of sugar would be required for indus- 
trial uses once the process is widely employed--pe rhaps within five 
years. 

The potential significance of this for tropical cane sugar producing 
countries is apparent from 1 9 7 3 “ 7 ^ world production figures for raw sugar 
which is estimated at little more than half the above-mentioned tonnage, 
or 80 million tunncs, ^8 million from cane, the remainder from beet 
sugar . 
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U.S. 



i Am t 



IMP ORTS OF SELEC TE D MINERAL 'S FROM PRINCIPAl SUPPUER S 



1972 



In; 



Imports ii 
Per cent of U.S. 
Mineral Consumption 



Mj|or Developed Country Total, Major 
Supplier s, with Import! Developed Country 
Supphed by Cach Supplieri 



•Aluminium* 93 

Bauxite 



Australia, 2.0% 



2 . 0 % 



Alumina 




Australia, 40.9% 
Canada. 0 0% 


41.5% 


Metal 




Canada. 63. 1% 


70.7% 


Chromium^ 

Cobalt* 


106 


Noiway, 7 G51 
Soulh Africa. 32.0% 
U5S.fl., 27.851 
Turkey, 2h.6% 


85.4% 


98 


Belgium* 


* 






Luxembourg, 28.8% 
Finland, 10.0% 


■ 46.1% 


Copper* 


18 


Norway, 7.351 
Canada. 34.1% 


34,1% 


Iron/Stecl* 
(iron ore). 


28. 


Canada, 50.6% 


60.8% 


Lead* 


26 


Canada, 33,1% 
Australia, 17.4% 


50.5% 


Manganese* 


85 


South Africa, 14.6% 


14.6% 


Mercury* 

Nickel 

Sultur* 

Tin' 


58 

74 


Canada. D?.7% 
Canada. 75.0% 
Norway, 10.6% 


52.7% 

85.6% 


13 

77 


Canada, 75.4% 


75.4% 



Titanium* 

Tungsten 


s 72 
44 


Australia. 99 G% 
Canada. 30 0% 
Australia, 11.051 


99.6% 

41.0% 


Uranium* 

Vanadium* 

Zinc* 


12 

32 

52 


Canada, 100% 

South Africa. 50.5% 
Canada, 50 0% 
Australia, 5. 054 
Belgium- 


100.0% 

50.5% 

69.4% 








Luxembourg, 5.0% 
West Germany, 4.151 
Japan, 3.8% 





Major Developing C luntry 
Suppliers, with Import! 
Supplied by Each 



Jamaica, 53.5% 
Surinam, 27,4% 
Guyana, 7.3% 
Jamaica, 26.0% 
Surinam, 19.8% 
Guyana, 0.6% 



Zaire, 34.5% 
Zambia. 8.5% 

Peru. 23.2% 
Chile, 14.7% 
Venerucla, 30.6% 



Peru, 22.0% 
Mexico, 9.7% 

Gabon, 26.3% 
Brazil, 13.8% 
Zaire, 10.4% 
Mexico, 18.7% 



Mexico, 24.6% 
Malaysia, 64.3% 
Thailand, 23.3% 
Bolivia, 8.9% 



Bolivia, 18.0% 
Peru, 12.0% 
Thailand, 9.0% 



Mexico; 8.3% 
Peru, 6,8% 



Total. Major 
Developing Countr 
Suppliers 



88 . 2 % 

46 . 4 % 



43.0% 

37.9% 

30.6% 



31 . 7 % 



55 . 5 % 



18 . 7 % 



24 . 6 % 

06 . 5 % 



39 . 0 % 



14 . 1 % 



*FI;ur*j tie pre);mtp,iry, 
“C.KOmiU ort impoi tl only. 
‘Ellimota, 



'^r ssr ‘" 

Gr ”" v..h h m ’'c'.T" 1 9 « Over.... D «v.l. P » ent Coonetl> 
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TABLE 7 

EVOLUTION OF BASIC CO MMODITY PRICES SINCF 1950, 
MEASURED IN UNITED STATES DOLLARS, 

BY MAJOR CATEGORY OF COMMODITY 





PERCENT* ii 


Change over 


ScLECTEO 


PER IODS 






Pe9 1 00 COVcRcO 


1950 Tu | 

1 971- A 0 


ISO TO 
1960 


1960 TO 
1970 


1970 TO 
1973-A0 


PRIMARY COH^OOI flES 


I 13 7-73 


A 


100. 0 


-10.0 


9.1 


103.7 


Fono 


1 ISO- 7 3 


A 


170.0 


-6.0 


18. 1 


98.7 


CEREALS 


IFjO- 7 t 


A 


1aa.9 


-13. 1 


A. 3 


170. 1 


BEVERAGE CROPS 


1 no- 7 3 


A 


A6.5 


-16.5 


78.3 


36.8 


MEAT 


i ISO-73 


A 


368.9 


65.6 


36.6 


107.7 


DAI PY PRODUCE 


1950-73 


A 


#7. 8 


1.0 


1A.1 


67.8 


OTHER moos 


1 ISO-7 3 


A* 


177.1 


7.0 


16.3 


78.5 


MN-FOOO AGP RAW HAT 


1159-73 


A 


6d • 9 


-13.9 


-3.8 


10A.0 


FAT S| OKS ANO OIL SEE )S 


1 150-71 


A 


100.8 


-16.1 


19.7 


100.8 


TfUIir FI8RES 


1150-73 


A 


A A . a 


-33.1 


-10.8 


IA7.7 


NOPO AND WOOOPUL P 


1153-73 


A 


1/5.9 


77.7 


17.3 


97. A 


OTH N-FOPO AGR RAM MAT 


1950-73 


A 


10A. 7 


-0.8 


-75. A 


176.6 


MINERAL RAW MAT 


1 150-71 


A 


165.0 


11.1 


11.9 


115.3 


METAl o»es 


1 ISO- 7 3 


A 


177.7 


73.5 


77.0 


A7.5 


non-terhous ores 


1150-71 


** 


1 17 . 7 


-3.9 


57.9 


65.8 


FUEIS 


1950-73 


A 


173. A 


6. A 


9.0 


135.8 


N-fEPROUS OASE MET 


1939- 71 


A 


193.0 


73.3 


69.8 


AO.O 


MAKOFACTOPfl. rOPOS E«P 


1159-71 


A 


107.0 


77.5 


19. A 


AO. 7 



SOURCE - CEffirj FOR DEVELOPMENT PLANNING. PROJECTIONS AND POLICIES OF THF nFPAUfurwr „ 
AND SOCIAL AFFAIRS OF THE SECRETARIAT, BASED ON PRICE 

STATISTICAL OFFICE OF THE DEPARTMENT OT EcSoSc W sSw jlrESf “ *“ 



ECONOMIC 



Inj United National-Study of the Problems of Raw Materials and Development" 
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1 AMI t .'> 

LVOLU I I ON 01 HAS 1 1 tOMMOUIIY )‘I<ILU. — iJikH* 

MEAS URED IN UNITED STATES DO LLARS^ 

FOR SELECTED BASIC COMMODITIES 

(ARRANGED ACCORDING TO MAGNITUDE OF AVERAGE ANNUAL CHANGE SINCE 1350) 



PERLiNTAiE CHLNOt OVER StLCCIED PERIODS 



8E c f 

l INC OPE 
COPPF 0 OPE 
f 1SH 
COPPE # 

OILSEEO C*RE AND MEAL 

l INC 

SISAL 

L INSEEOS 

NICKEL 

POULTRY 

MUTTON ANO LAM8 
EUN8E# 

POPR 

NICKEL OPE 

OLIVE OIL 
COAL 
T IN OPE 
MCE 

TIN 



PERIOD CJVilcU 



l ISO- 71 A 

II >0-7} A 

L I >0“ 7 3 A 

1 150- 73 A 

1150-7} A 

1150- 73 A 

1151- 73 A 

l I 5 A- 7 3 A 

II5A-73 A 

1150-73 A 

l 161-73 A 

li>J-1J A 

1 1 50- 73 A 

l I >0-73 A 

195A-73 A 

1950-73 A 

1153-73 A 

1150-73 A 

1150-7} A 

1733-73 A 



1750 III 


1950 TO 


1973-aJ 


1960 


6A3.5 


126.1 


3A 3 . 9 


-17.7 


325. 0 


39.7 


2 91.9 


23.0 


258. 3 


36. A 


2 70.9 


10. 1 


259.5 


-20.3 


1 c l 9 . 3) 


1 22.81 


( 2(0.5) 


1 l .9) 


. 2A9.1 


70.9 


( 12A.71 


1 0.01 


215.6 


55.3 


2 l N • l 


3A.5 


1 9d • 7 


25.3 


1 165.5) 


« 23.71 


185.2 


10.3 


174.5 


10.8 


179.0 


7. A 


172. 7 


-10. 1 


IbR.o 


6 • l 



I960 TO 


1970 TO 


1970 


1973-AQ 


A2.3 


1*3 1 . 1 


19.8 


355 . A 


113.7 


A2.7 


65.9 


92. 1 


105.7 


37.8 


28.7 


1 6 


20. 3 


.. . 2 


- A l . A 


3A3.9 


0.9 


201 .9 


75.5 


16. A 


I 13.6) 


98 .0 


27.3 


59.) 


11 .A 


109. A 


A A . A 


65.0 


T-..5 


18.9 


18.8 


118. A 


53.3 


6A.5 


57.8 


5A.8 


12. A 


170.0 


67.8 


AS. 6 



CRUDE PETROLEUM 
WHEAT 

COTTONSEEO OIL 

COCOA 

GROUNDNUTS 

UNSEEO OIL. 

8ACCN 

ANIMAL EATS AND OILS 

FUPSKINS 

CHEESE 

WINE 

WOOOPUL P 
SOYBEAN OIL 
MILK 

PALI! KERNEL OIL 



1950-73 
1 95 3- 7 3 
l 7 >A- 73 
1 150-73 
I 750- 73 

1950-73 
l 150-73 
15 50- 7} 
l lol-73 
l 9 >0- 7 3 

17)9-73 
l 150- 73 
1 1 5 A- 7 3 
1753-73 
1 75A- 73 



9 

A 

A 

A 

3 

A 

A 

A 

A 

A 

A 

A 

A 



3 I 



163.0 

153.0 
>30.21 
l A2 . 3 

l 3b. U) 

135.2 

129.5 

127.6 
55. 71 

12a. 0 

120. B 
115. I 
95.21 
113.5 
91.5) 



2.0 
-13.0 
I -23.81 
0.9 
15. B 

-25.7 
7.6 
-18.7 
I 0.01 
12.2 

l A . 3 
15.1 

( -33.8) 
-2. A 
1 6.51 



- 2.0 
-A. 3 
31.3 
18.7. 



153.0 
215.5 
130.2 
102. A 



STUPCC 



Atm fincIAL Af EAT >'S OE THE SECRETARIAT, BASED 08 rnlLE liuntto rwuio 

btatibticai.*oekice or the detartment or economic and social aeeairs. 



20.9’ 


1 69.21 


26. A 


336.0 


kA. 1 


86.7 


25.7 


122.6 


-3.8) 


73.3 


35.9 


A 5 . 6 


28. A 


50. A 


15.9 


62.1 


Al.T 


108.1 


28.5 


70.3 


B.O 


( 66. A) 


KENT or ECONOMIC 

BT rax 



- EIGUPES IN PARENTHESES OVER LE>S THAN PULL PERIOO SHOWN 



NOTE 
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F Ali L L 8 (c.uii t i nui'il) 

EVOLUTION OF BASIC COMMODITY PRICES SINCE 1950 , 

MEASURED IN UNITED STATES DOLLARS , 

FOR SELECTED BASIC COMMODITIES 

(ARRANGED ACCORDING TO MAGNITUDE OF AVERAGE ANNUAL CHANGE SINCE 1950) 



PEPCt.AfAit Chan it OYER StLCCTEO PERIODS 





P-UOD LOVcHED 


175J TU 


1930 TO 


I960 TO 


197 0 TO 








197 3-41) 


I960 


1970 


1973-40 


l«CN ORE 


l 13 1-73 


4 




101. 7 


?H • 6 


-5.8 


*22.7 


SOYBEANS 


1131-73 


<1 




77.2 


-23.9 


30. 1 


99.1 


EGOS 


l 133-73 


4 




71.0 


-5.5 


-20.3 


350.0 


SARI EY 


l 1 31-73 


4 




90.2 


-u.e 


13.3 


90.2 


FLAX 


t 130-7 J 


4 




89.0 


6.5 


18.3 


67.6 


LEAP 1»E 


1730-73 


4 




bB.O 


-2 1.8 


99. ) 


76.7 


COPRA 


I T3J-73 


4 




8b. b 


-) 1 .0 


3.5 


102.6 


ALUMINIUM 


I'l 3 3-73 


4 




8b. b 


71.6 


10.5 


-1.6 


TOBACCO 


1 130-73 


♦ 




8 3.0 


27.5 


16.1 


24. i 


COCONUT OIL 


l 150-73 


4 




S3, i 


-IB.) 


16. t 


92.7 


mai n 


l >33-73 


4 




BI .9 


-20.7 


19.6 


91.8 


BAJAl T£ 


1030-72 


4 


1 


76.53 


7.5 


90.9 


1 -13.7) 


SUGAR 


1753-73 


4 




7 3.9 


- 26.6 


19.3 


98.6 


LE ‘G 


19 50-73 


4 




69.9 


-30.1 


51.7 


60.2 


CFirM£ OPE 


17 34- . 3 


4 


1 


95.9) 


1 19.9) 


18.9 


6.8 


CPJOf FfPTIlltM 


l 750-7 J 


4 




52.7 


17.6 


15.0 


13.0 


C.aruNPNUT OIL 


1153-73 


3 


1 


51.61 


-1.8 


25.5 


1 24.1) 


PALM KERNELS 


1 I 50- 7 1 


3 


i 


98.x) 


7.2 


2.9 


1 34.6) 


COT 1 CN 


l >50-7 3 


4 




HO. 3 


-37.7 


2.0 


130.) 


CUE f EE 


l >50-73 


4 




55.2 


-23.9 


65.7 


30.1 


PALM Oil 


1030-73 


4 




38.8 


-Iu.5 


14.9 


64.8 


WCH 


l > 30-73 


4 




30. b 


-36.6 


-25.9 


17 7.8 


BUT Tf 3 


1 >51- 7J 


4 




2 a. 7 


-l.l 


3.5 


25.8 


FRUIT 


l > 35-7 3 


4 


1 


2 1.3) 


1 2.2) 


-14.7 


39.5 


MIDI S 


l >30-73 


4 




22.1 


-29.2 


-14.5 


101.7 


JUTE 


19 50- 7 3 


4 




20. 7 


32.2 


-7.3 


-1.9 


RUTRFR 


l 1)1- 7 3 


■9 




-2.0 


0.7 


-49. 3 


92.2 


MANGANESE ore 


l 7 7 3 


4 


1 


-2.3) 


1 -7.7) 


-34.7 


66.2 


TEA 


17 10- 71 


H 




-29.8 


0.0 


-23.0 


-6.0 



SOURCE - CEHTRE FOR DEVtl-Ol'MEtlT PUNK IIIC, PROJECTIONS AND POLICIES OK THE DEPARTMENT Or ECONOMIC 
AND SOCIAL ATT* IRS OK THE SECRETARIAT. BASED ON PRICE INDICES PUBLISHED BY THE 
STATISTICAL OFFICE OK THE DEPARTMENT OP ECONOMIC AND SOCIAL AFFAIRS. 

NOT £ - F IGURFS IN PAN f N f F ESF » CJ/tR LESx THAN FULL PERIOD SHOWN 



In: UN "Study of the Problems of Rew Materials snd Development" 2 April 1974 
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TABLE 9 



tVULUHON OF BASIC COMMODITY P RICES SINCE 1950 
MEASURED IN RELATION TO UNIT VALUE OF EXPORTS OF mM )FAC TURE R S 
BY MAJOR CATEGORY OF COMMODITY 



PERCENT.! '»E CHTAiCE OVER SELFCTEO PERIOOS 





RETIOD LOYtR-l) 


1 75U TO 
19/3-5Q 


5V50 TO 
1560 


I960 T|; 
1570 


1970 TO 
1973-50 


PRIMARY ccmmooi ties 


in 3-n 


<$ 


-2. A 


-26.5 


-6.6 


55.3 


food 


1 > 30-75 


<t 


7.3 


-23.3 


-1. 1 


51.5 


CEREALS 


19 50- 7 5 


4 


IV. A 


-29.0 


-12.6 


92.7 


BEVERAGE CROPS 


l : 5o- 1 ) 


*♦ 


-26. b 


-31.9 


7.9 


-2.5 


MEAr 


1 1 50- 7 J 


4 


126. 7 


35.2 


15.5 


57.9 


DAIRY PRODUCE 


1 157-TJ 


4 


-6. V 


-17.5 


-5.5 


16.2 


other foods 


1750-/3 


4 


6.5 


-12.7 


-2.6 


27.3 


NIN-FCOC 4GR RAM MAI 


1 7 30- 7 5 


4 


- 1 7 . b 


-29.7 


-19.5 


55.5 


RATS. OILS ANO OIL SIEOS 


1 » >0- 7 J 


4 


-2.0 


-31.5 


-0.2 


53. 3 


TERTILE R|flB£S 


HiO-73 




-25.9 


-55.5 


-25.2 


72.8 


WOOD ANO WOODPUIP 


1 >50-71 


4 


55. b 


5. J 


-6.0 


37.3 


OTM N-EPOO ACR R AW MAT 


IV 5,1- 73 


4 


-0. | 


-19.0 


-37.5 


97.3 


MINERAL RAW MAT 


IS 53- 7 i 


* 


.5.3 


-9.3 


-7.0 


53.6 


metal ORES 


IM0-7J 


4 


6.5 


0.6 


2.2 


n.i 


Nf.N-f EBROUS ORES 


IliHJ 


4 


16. | 


-21. h 


27.5 


11'. 3 


fuel s 


1 *>)-/> 


4 


33, w 


-13.2 


-8. 7 


68.2 


N-FfFBOUS RASE MET 


H 33-73 


4 


5 2 . V 


0.6 


52.2 


-0.1 


MANUFACTURED COOPS E 1 1 


17 57-75 


*• 


0. 0 


0.0 


0.0 


0.0 







■ and Development" 2 April 1974 



In: UN "Study of the Problems of Raw Material 
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TABLE 10 

PRICE CHANGES IN MAJOR COMMODITY EXPORTS 
OF DEVELOPING COUNTRIES 





Percentage 

Change 


Per cent of 


Principal Exporters 
Shares of 


Major 


In Price, 


Total World 


World Exports of 


Commodities 


1972 1974* 


Trade, 1970 b 


Commodity, 1970 


Petroleum 


355 


5.0-1 


Saudi Arabia, 15% 


Urta 


239 c 


it.*. 


Iran, 13% 
n.a. 


Rubber 


211 


.48 


Malaysia, 38% 


Wheat 


196 


1.00 


United States, 32% 


Palm Oil 


147 


.06 


Canada, 21% 
Australia, 12% 
Argentina. 4% 
Malaysia, 44% 


Rica 


138 


.36 


United States. 27% 


Cotton 


137 


.76 


Thailand, 11% 
United States, 16% 


Corn 


114 


.58 


Egypt. 14% 

United States, 45% 


Sisal 


1 1 3 C 


.02 


Tanzania, 33% 


Sugar 


105 


.86 


Philippines, 10% 


Cocoa 


103 


2/ 


Ghana, 35% 


Ground Nutt 


91 


.07 


Nigeria, 29% 


Copper 


00 


1.29 


Zambia, 24% 


Soybean! 


79 d 


.42 


Chile. ?•% 

United States, 94% 


Tin 


72 


.21 


Malaysia, 50% 


Iron ore* 


4G e 


£0 


Bolivia, 16% 
Venezuela, 7% 


Coffee 


?ti 


.93 


Brazil, 32% 


Tea 


19 


.21 


Colombia, 16% 
India, 31% 


Jute 


17 


.05 


Sri lanka, 2D% 
PeHiston/Bangladesh, 



chirvji} (torn 197? l.«vcra«|o) in 1‘J#4 iJjnujryl, unteu oihcrwrvft noted, 

^Woflrl l».wJc c«|uj|lnl $?8n 4 li»il»on in t9?0, $3/ 1 7 biltion in 10/?. jnd S4H7.6 billion 

m*t973 Iwu kiouo ric# c-.tnn.ilH. 

c Pmco chjrvji* from 10/? I.iwi.iijel in 1973 t.»vria<jL‘|, 

d Pr ice cl uoijr? from 107? I.ivu ji|H to 1973 (0«.ioi»f»r I. 

- DjU ovjihtik* (or dL-vrloiitnij country uinorrni only, 

souncrs Ba'Cd on Inicrronunal Concur y f umJ, InUffuttonjt fmcncisl Ststiitict, 
December t973, end World Hank itjlf eilimotei 



In: Grant, "Energy Shock end the Development Prospect" Overseas Development 

Council, Washington, D. C. , 1974 






TitcrrMtlmU Oryinl.., 



• . C^-rvi tnfvt t* 

b« Dlsl^rSMnU 
r. M#t tr«n»f*r 



TT« 



'• C o^ri 1 1 n»tn ta 
b» tHsburs «ne»iti 
Mi»t tr«nsf«r 



V TT. frifrllrri Cr«dit» 



*• Co^ltnents 

b. DisbMrPwntf 

c. Met ».r *n*f er 



r '« triatttutinna 



(Hilllon VCt) 



— TjVT'~ 

. tJZ* Z‘f ~rl, 11 hidl^ - r, - , h - ' 

Inctmn In r onn Incow . U~ 



Cofmltp#nt» 
b» Dt eburterm ta 
«■• N»t tr«n*f»r 




811 

1,071 

707 








». Copvnll-n«rntt 
b. Disbursement* 
e. tr«n«r*k' 




760 

760 

-«J 


Public ln*ns n.#.l* 






• ■ ConnUnmli 
6. tMlbur*fn«it« 
'• *»t Irimfir 




66 

78 


TOTALS 


(•) 


5,381 




(b) 


li. 50.2 




(a) 


968 



1,111, 

750 

577 


7,688 

1,1,70 

798 


816 

873 

330 


1,113 

819 

65o 


7,857 

1,675 

891 


915 

559 

387 


1,876 

958 

756 


3,087 

7.589 

1,008 


1,153 

988 

558 


l,6o? 

1.865 

1,116 


1,817 

1.701 

790 


1,781, 

1,178 

171 


78 1 
607 
97 


7,001 

1,77? 

788 


1,679 

1,301 

73 


833 

653 

15? 


7.775 

1,957 

901 


1,981 

1.831 

778 


1,197 

1,887 

798 


7,607 

7,559 

1,180 


710 

758 

h? 


1,781 

i,y.a 

81? 


1,057 

1,091 

598 


318 

377 

115 


1,750 

1,818 

777 


1.187 

1.158 

898 


397 

371 

139 


7.885 
7,811 
- 137 


1,597 

1,589 

186 


868 

876 

-70 


115 

771 

i.5 


818 

90? 

in 


19 

86 

-157 


65 

71 

-177 


1,010 

1,030 

157 


19 


55 

56 
-771 


1,888 

1,886 

-191 


90 

90 

-18 


75 

75 

-83 


0 

0 

-18 


100 

300 

-7 


0 

0 

-13 


0 

0 

-9 


880 

88o 

135 


0 

0 

-11 


0 

0 

-17 


T1S 

715 

83 


0 

0 

■ ■6 


0 

0 

-5 



756 

771 

JSk 


66 

60 

-dl 


85 

85 

71 


?8j 

760 

711 


55 

59 

-ill 


3,55? 


6,817 


7,678 


3,978 


7,336 


3,153 


5,8?H 


7,76? 


3,??7 


6,769 


1,67? 


1,878 


876 


1,538 


1,860 



M 1,760 



«V»6 8,179 8,899 

m 1.883 7,71,6 



■‘ IBRD^March W?"" *** 



rements of Developing Countries" 
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table 




Million f nfj 



Country 

Tatin America 

Argentina 

Brczil 

Chile 

Colombia 

Mexico 

Peru 

Venezuela 



Subtotal 

Africa 

Morocco 

Mozambique 

Nigeria 

Southern Rhodesia 

y <o i V<! 

/ .nmbia 

Subtotal 

Asia 

Afghani otan 

13urm 

India 

tn'ioaeeia 

Iren 

Pekictan 
PJ.'tli jipinea 
Republic of Korea 
Thailand 
■ Turkey 
Countries RES 



Subtotal 



Total 



Cool 



0.1*7 

2.36 

1.1*7 

3.0 

1.5 

0.17 

0.03 

1**95 



0.1*5 

0.31 

0.20 

2.97 

0.07 

0.57 

1».57 



0.13 

0.01 

70.01 

0.10 

0.29 

O.89 

0.03 

10 . 21 * 



1 * 

5 

92.36 



77 

01 



101.63 



Lignite 



0.01 



1.36 



0.10 

1.35 

2.61 

2.62 



Papers, Berie 3 ~jJ 7 . 1 9 ) ^ f<<lUono Publication 



Total 



0.1*7 

2.36 

1 . 1*8 

3.0 

1.5 

0.17 

0.03 

>*.96 



0.1*5 

0.31 

0.20 

2.97 

0.07 

0.57 

^-57 



0.13 

0.01 

72.17 

0.16 

0.29 

0.89 

0.03 

10 . 21 * 

0.10 

6.12 

5.01 

95.17 



101*. 71 



0 (Statistical 



Source; un 



"Petroleum in the 1970a" 197 ^ 









Copy available to DDC does not 
pcnr.it fully legible rep^cl ac tion 



30 



TABLE 13 

CRUDE PETROLEUM AND NATURAL GAS RESERVES A ND PRODUCTION 
IN THE DEVELOPING COUNTRIES, 1970 



reserves 



Country 



Fctrolcun 
1 q 6 bluT 



Natural 

par, 

loVTr 



Production 



Crud e 
petrol cum 
( mb /d~) 



Natural 

pas 

lOVcf 



Producing 
, wells (oil) 



Lutin America 
Caribbean America 


I’.crbadoe 


a/ 


Colombia 


1,675 


Cuba 


lL 

a/ 


Honduras 


Mexico 


3,250 


Trinidad and Tobago 


575 


Venezuela 


lL ,0L0 


Subtotal 


19.55L 


South America 


Argentina 


1,575 


Pol ivia 


225 


Ui u/.i l 


855 


CM till 


125 


Ecuador 


3,000 


Peru 


270 


Subtotal 


6,050 


tat’ii America, total 


P5,6oL 


Afi 

Mediterranean Africa 


A’ 'jeria 


0,025 


ty.ypt 


L ,500 


Libyan Arab Kepuulic 


29,200 


Morocco 


1 


Tunisia 


550 


Subtotal 


•*2,276 


Other Africa 


Cabi nda 


500 


fJnnr*o M 


Dahomey 


1 


Gabon 


700 


Nigerin 


9,300 


Zaire * 


Subtotal 


10,506 


Africa total 


52,702 



2 ,800 . 


222 


110 


2,171 




ha 


HA 


15 


11,600 


1*30 


660 


3,127 


3,500 
25, L00 


11*1 

3.707 


161* 

1,752 


3,133 

9.36L 


1*3,300 


1* ,500 


2,686 


17,810 


8,800 


• 392 


223 


5, L00 


5,000 


16 


21 


171 


6,000 


157 


1*7 


1,015 


2,000 


35 


365 


380 


5,000 


1* 


13 


708 


3,000 


72 


65 


2,500 


29,600 


676 


73>* 


10 ,17 L 


73.100 


5,176 


3,1*20 


27.98L 



lLl.OOO 


908 


100 


775 


5,000 


331 


- 


332 


30,000 


3,3?1 


- 


1,083 


16 


1 


15 


55 


1,000 


87 


2 


1*6 


177,016 


L ,720 


117 


2,291 


1,000 


90 




lLl 


«, 


1 


- 


5 


7,000 


106 


2 


100 


6,000 


1,083 


- 


36L 


lL.OOO 


1,200 


■ 2 


610 


191,032 


6,008 


119 

1 


2,901 



Copy available to DDC does not 
permit fully legible reproduction 
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TABLE 13 (continued) 

CRUDE PETROLEUM AND NATURAL GAS RESERVES AND PRODUCTIO N 
IN THE DEVELOPING COUNTRIES. 1970 





Reserves 


Production 




Country 


Natural 

Petroleum pno 

10^ blu. 109~f 


Crude 

petroleum 

(mb/d) 


Natural 

fias 

109 C f 


Producing 
wells (oil 



Asia 

West Asia 



Abu Dhabi 

Bahruin 

Dubai 

Iran 

Iraq 

Israel 

Kuwait 

Heutral Zone 
Oman • 

Qatar 

Saudi Arabia 

Syria 

Turkey 



11,800 

634 

983 

70.000 

32.000 

13 

67,100 
25,700 
1,700 
I* ,300 
128,500 
1,200 
645 



9,500 

5.000 
750 

214,000 

18,500 

72 

38,000 

8.000 
2,000 
8,000 

1*9,500 

750 

190 



69I* 

77 

86 

3,829 

1,566 

70 

2,735 

501 

334 

362 

3,549 

83 

69 



42 



642 

28 

4 

11 



15 



Subtotal 



344,575 354,262 



Far East 

Afghanistan 

Brunei 

Burma 

India 

Indonesia 

Pakistan 

Thailand 

Countries WLS 

Subtotal 
Asia total 



95 

1,000 

40 
956 

18,000 

41 
146 

20 



5,000 

6.000 
80 

1,800 

3.000 

20,000 



Total 



20,300 

364,875 

443,261 



800 
36,680 
390,94 2 



655,074 



a/ Less than 1 million barrels, 
b/ Less than 500,000 barrels daily. 



In: UN "Petroleum in the 1970s" 1974, 






— hi 11 ~ ii mi , .■ 



9h 

ii 

266 

113 

3? 

741 

450 

6? 

423 

90 

?Y9 



13,955 


742 


2,862 




59 


\b. 


148 




99? 


18 


2 


45 


135 


10 


200 


853 


78 


2,136 


10 


98 


37 


*/ 


- 


26 


2 


45 


53 


1,166 


292 


3,0flj 


15,121 


1,034 


5,945 


26,305 


4,573 


36,830 


L and other 


sources . 








[ -T " 

, • 

C r 

Li< . 






. .'(liw < 



: 5 ' Yi*' 

.4ri£’>*®5 • 



* 
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TABLE 15. 

WORLD OIL AND GAS RESERVES 
January” 197** 



Bprevtu 

AKV Otl CP 

(■llllni bbl) iMHIrn cu ft) 



wbu 



»n.l>4 



ms 



CIVtIOl'tP APfJS 






azig* 



gOFTH AJ^mCA 
Canada 

United State# 



*4.174 

“TtijT 

>4.700 



WT.609 
50.299 
2*7. )I0 



WEFT! P 3 Elf HOPE 
Austria 
Belgium 
Den»*Arli 
Franc* 

Germany F.N, 
Italy 

Netherlands 
Norway 
Rweden 
It ter 1 and 
United kingdom 



-“48 


191.^7 


HI 


1,800 


BO 


6.500 


>kk 


12. JO# 


717 


J.JOO 


751 


*2,000 


b.coo 


25,000 


10,000 


>0,000 



octania 4 couth Antiq\ 

Australia 
New Zealand 
fciuth Africa 

1. umi/TiNo abus 
Of which; 



a 2£2 




2£al 22 
37.700 
13.000 



n.ioi 






AFRICA 

ASIA I MIDDLE CAST 
IURCFE 

LATIN A/O RICA 

C*_CE*TPALLV FLA/WED ECONOMICS 

P^-Oit. ppoptinc countries 

Abu Dhabi 

Algeria 

Angola 

Bahrein 

Bolivia 

Brunei -Malaya la 

Dubsl 

Ecuador 

Urpt 

Gabon 

Indonesia 

Iran 

lra»j 

Kuwait 

Libya 

Rather 1 ends Antilles 

Beutral Zone 

Nigeria 

CWan 

Qatar 

Caitdl Arabia 
Rharjah /!> 

Cyrla 

Trinidad I Tobago 
Tun . a 1 s 
Vanecuela 
Colombia 



J.OU 


1.075 


1.444 


76,025 


4.1 


2,300 


i.OM 


26, #21 


loj.ooo/1 


735.100^1 



690.2 1.3 

*i.5oo TFTjoo 



7,61.0 


•• 1 1'"" 

105.915 


1,500 


1.500 


J60 


k.ooo 


260 


10,000 


1,600 


20,000 


2.500 


1,000 


5.675 


3,000 


5.125 H 


k,200 


1.500 


6.500 


10,500 


15,000 


60,000 


270 ,000 


31,500 


72,000 


6k, ooo 


32.500 


75,500 


27,500 


17,500 


8,000 


20,000 


ko.oco 


5,250 


2,000 


6,500 


8,000 


132,000 


50.900 


1.300 


1,500 


T ,100 


700 


7,200 


5,000 


930 


1.500 


11,000 


62,000 


i.%» 


2.500 



& 



»ln«l ritldl held bjr Uriel ere Include! in Aile end Middle Eeet, 
Including Ur.CR, BO billion, Chine, 70 billion end other. 3 billion. 
Including DOOR, 706 trillion, Chine, 20 trillion, Ihuin, J 
trillion end othere, r.k trillion, 
froduetlon eepcettd to etert lr> 1.7k. 

8e« ell Infertteg denlepln. enunerten. 



•nnre.i Oil end Cee Journel, 

Ins "Additional External Capital Requlremant. of Developing Countries 



IBRD March 1974 



TABLE 16 

WORLD OIL PRODUCTION 

(In thousand barrali par dtyt 



Ar^ 



■9 7 2 197/ 

ACTUAL ESTIKAU 



VCPLD 



, omi/irso mr jts 

oT which 



NORTH AMERICA 
Canada 

United t’tats* 



WE;TKRN KUPOTE 
Austria 
DeUiitai 
Denmark 
France 
Germany F,N. 
Italy 

Netherlands 
Norway 
Sweden 
Switzerland 
United kingdom 



JAPAN 



OCEANIA A SOUTH AFRICA 
Australia 
New Zealand 
South Africa 

f. nrvnorinc 

Of which; 



30.610 


33,206 


11.66) 


11.213 


10.982 


10.973 


l,)lT 


Ttno 


9,663 


9,223 


M 


300 


66 


30 


- 


« 


6 


3 


31 


26 


139 


133 


21 


22 


31 


28 


33 


32 


" 


- 


- 




2 


1 


n 


13 


361 


623 


361 


J20 


. 


3 


1.382 


1.868 



AFRICA 

APIA A hippie RA;rr 

tupon 

UTIN A'llPICA 

C^.CFIflWAM^ rtANMt) KqrqhIES 

Ps OI L I’ XPCPTlHG MWI.OP1NC 

mw iim.s 

Abu fhabi 

Algeria 

Angel a- Cabinda 

Bahrain 

Bolivia 

Brunei -Malay a la 
Colombia 
Dubai 
Ecuador 

U.y pt Lk 

Cation 

lndonaala 

Iron 

Iraq 

Kuwait It 
LI by* 
tlltrrli 

ft»PUl 

Qatar 

Saudi Arabia 
Syria 

Trinidad 4 Tobftf.o 

Tunlala 

Vanaruala 



; 

in 

»« 

1,162 

8,7)0 

28.628 



39 

3*4 

93 

1,188 

9.312 

Halil 

1.28} 

1.03} 

160 

63 

62 

323 

186 

223 

192 

ISO 

It) 

1,300 

6.000 

1,888 

3,392 

2,116 

2,000 

221 

33) 

2,612 

103 

1)9 

12 

3,320 



Zi final flalda production not lncludad, 

7? Including neutral tone. 

“ Oat oll-laport In* developing count rlta. 

•ourcei Oil and Caa Journal. 

itional External Capital Requirements of Developing Countries? 



IBRD March 197A 













m 

> O I TZ n‘ m (0 a O) Q f 

! i U 2 c ” ” c " ~ ’ 2 5 S s s 22 R 5 



:I 5 r f 2 S 23 -S “2 

<5f2 « * - ‘ c 7 2 v c V 7 ? 7 ? <? - o 



_ a _• — 

•3 o k •” ^ n yj w n' (*) w q .. tj 



(N io n • _ „ _ 

<noi - ? I, 5 ® * 3 k £" n N ■> 
C taf, j* V ' N P»r-|w r » 

f— 



- f * mul ^2 ■ w 'flUltOQOnn 

3 ' t! ^T^SSSSSOoo 

2 " »A us 5! 

^ g e - ^ 

i s 3 I s'S’SjsiSRassssHss 

£ * * §1 SS " s SS <D 2SSS2g®fJsj3 
• * * !l ”SS?¥o; S55 n 5 - ;ag5 

J ia|i 5*555 ^?S5v^S?S355 5 

$|||Jzs?ssss:?ss 8 S 5 ss?:; 

! $ § §| S °25SS2SS525g22gso 

£ . £| _ 

a 8 | ^SoartSi!'o r!0r! “’' NOl " n 

£ ~ J I £ - 2 n0fl 23 0 ^Ntiiinoio^oi 



*• ^ P n C) Ul ‘r- _ m in in , 

c ro r c d ^ 5 ; •« R 2 8 “* y? 

5 S 5 3 % « 2 Ss 3 £ => 3 

M rV 

+ 7 1 7 1 * - i 



DS?2 nS <*» 8 3 8 ? S 3 



5 -SSS^ 3 ^o 5ss 



goiomoinooon j. j, NB#| 

8 a 8 g 8 ? s 5 8 g 3 ? 3 15 R 



SS 2 -- 5555 SS 58 fcs 



*ra«-io N » N viano 
uiCMf>«fNiooiior*if>Joi<N«-*V 



^ (N N (N »- 9 00 n n m 

■"Hodd-iSm-SgS^SSS 



w r> 

C» •- CO CN 




M 



~o 

<u o 
3 — 
C X. 

— o 
z 
c o 
O O 
U U 1 



O 

z 

— < 



-J < 
cn — 
< o 
t- o 
</> 



Q 



</>IO 



e 

o 

u 



4 



•1 

0 

1 
& 



, C K 
3 e 2 



0 2 5 



« E 



c *• f n C Cl a) c M s C C C r< c *j3cccc^^> • • 



_ 0 * 

3 5 -o e 
£ 



m .8 -S ft 

5 s 1 



U |- •- 



3 



O u. 

H 6 



CM 

K 

i o» 

O r* 



3 m E -■ *- 

* 5 * 1*5 

a 



~£ 

5 ^ s 

-r 



?ii 

lull 



Hill 



* ill 

-I x g 1 
uj 3 



s il| 2*5 

J*s 

he 



*|P 



t/> 



i .£ 

i |5 



4 



a a 



-5 n ui n 4 o) o^j (n ip n ai m „*TNtfO(niflui jen 
p rs -CQ«tv>*rOinr'>*r r* «r v — * O *i Z in 

c rt co n c fN f (n in n c id n< n n •— ua c io 

u ' * 



£• *J £ !P <T £ ii o n m co - 

rn _ n a; j 6 ^ in Q *■ «- « a 

N c •“ <71 ^ C 7 ^ f r* 



P r " T r * ^c^'ci^cor^inib to n w m o rg^'oonnooin in oSf 0 ^- n <n at 

p 2 S c 2 u ? u ?9 l/ ? u1 ^ Lnu ??S!r t 9 c «i H oj *- *r' rs ri c i-’ wi id « ni ri n «o * W 

c *-<$♦ 7 • • ♦ T <? T ‘S'? 'r-mifMi i w i i io it»7 *. ■ r> i 3 » 

vi * * * * • * *• ' »ii i i » i T 



co .ONi(on«#--'* dN^Jirannft « i£> Tn oo • .- rj «n u m m M "? n 

t ^ •OlinNvCTinMN •NNNfnNNm % n f " •» co oi in . oi n n n m n 



u 

g. 



Il- 



SSR 3 S{RSSS!SS£SS 5 fSSS 2 S 5 !SSgSS?:!?SSSS 2 R 8 sa 

NNNff.vNoiNNiinNfflttnviOi-NANt.pi •"^tDN°r)iot-°or>i 
~ W * —* CM* «s* 

ss? 8 «sss!ssas-^s ( *?as 2 s 2 , 's^ssp: 5 ss 2 °ics 

«•* 

S 5 3$ S3 8 3*3 82 ft"S 8 8 8 •: 9% R% 5 < - 8 R& S S 8 

r-r- »* %• »* *■ *“ C r* »- r* r* c «— C *•?•*■ 



wiooNjBfvcorsnNu^ ^ ^i 5 n c 5 ® 2 nSRt 2 o> ^^^ 8 c 0 JSR u,N 



MiinNpMiflOHoinfflO) r? n’ Q»Mnnpiq(i®OMftNU>»*Q®«wp»* 



3 

> 



nninr-tocn-knW'-aincnMrvninoir-ncn^'-Q^MOcno^N^r-i-coin 

inutknMMipinioMMio^ui^ioMiooiotouiinMinMiouikninntDinMMtou} 



? 



NNinco»*oi'-nM 



* in in in Oa>«fiwrsOiMin»*n'*inininNO«- i iow^®M 
~ cm rji »-* jo V Md'Nninni^MOih 



OOOOOOOOQOOOOOOOQOOQOQPOOOQOOOOOQQQO 

MNN^I/ISgiNgnNO^OlUpONWOWiOOOininNBBVWjllNmpOlD 

«rcMfncsiNCOri^r>nr*»sr)*McocM*eoiCMrvrt(s<N'T^iofMvcsNci< , iCM^iNr>* 



-»*NninntNioM(>tncocoioNn i Min(itcO'"ioininoffiiflinino^»- i « i 

Mt’ridflbdindNin' ^ cm »-! »-’ o' o cm ^ d r-** cm o ni m n 6 6 «i V « n o 

n »• n r- in »• n 



M 



I 1 



!' i! 



* si 

O Ul ID 



* 

5 
S 

» 
ui o 



6 

3 



£ S 



S . z W C , | S .*0*3 . *■ ? 

hh? Iiiisi Ilish! 



3 

o 



- . .1 

3 3 0 

0(3 I 



c s 



I! 



X '» 

It 



Hs 



o _ 



5 J| 

a. ac a 



'Hi 






> - . . ».JT 



EXPDRTC 



1 




REFERENCES 



Grant, James P. "Energy Shock and the Development Prospect," Washington 
D.C.: Overseas Development Council, 197*1. 

IBRD, "Additional External Capital Requirements of Developing Countries," 
Washington D.C., March 197 * 1 . 

Ingersoll, Jean M. "Famine in Bechuanaland (Botswana)," Hudson Institute. 

1966. 

• "Famine in Russia, 1921-22 ," Hudson Institute, 1 966 . 



1967. 



"The Prospects for Agricultural Development in Eastern Botswana," 



Sutulov , Alexander, Minerals in World Affai rs . Salt Lake City: University 

of Utah Printing Service, 1972. 

United Nations. "Aspects of the Development of Geothermal Resources in 
Less Developed Countries," 20 December 1971. 

. "Petroleum in the 1970s," 197*1. 



■ "Study of the Problems of Raw Materials and Development: Evolu- 
tion of Basic Commodity Prices Since 1950," 2 April 197*4. 

United Nations. Resolutions of the General Assembly at Its Sixth Special 
Session 9 April - 2 May 197*1 , "Study of the Problems of Raw Materials 
and Development," 2 May 197 * 1 . 

United Nations Economic Commission for Africa. Investment Promotion News- 
letter , Addis Ababa, Vol . !. No. I (June, 1973 J~. 



(March , 



Investment Promotion Newsletter , Addis Ababa, Vol. I, No. 2 









IWCLA&SJLElSfl 

Security Classification 






DOCUME 

JStcutUy eUtMlIleallon ol t:tlm, body o I •bmtfact mr 



DOCUMENT CONTROL DATA • R&D 



ORIGINATING ACTIVITY (Corporal* 

Hudson Institute, Inc. 

Quaker Ridge Road 
Croton-on-Hu H son, New York I0S20 



3 REPORT TITLE 



2 a 


REPORT SIlCURI TY 


ta ciaaattiad) 

C LASSIFICATION « 




UNCLASS 


IF 


ED 


2 h 


GROUP 







v )AMER I CAN SECURITY AND THE INTERNATIONAL ENERGY SJ TUAT 1 0N> 

g&lksd^Sa oe t 



4 D E SC I P T I V E NOT ES ( Typa cl rmporl and tncluaiva dataa+- 



5 AUTHORfS; (Laat nama. It rat nama, Initial) 

Arad, Uzi B. and 






i fry* 



ne. Initial) ' 1 ■ > — * 1 >■< 1 

Smernoff, Barry Z '< b7/)tv\cI Be* njJyXP^ITri 






S REPO RT OATE 



TO 15 Apr £3)75 



A— *1 



8 0 CONTRACT OR GRANT no 



IV MDA. 

^ jEflOJJte 



9?3-7$- 

?T*NO>r-., 



'■.■TxARPfl 



10 AVAIL ABILITY/LIMITATION NOTICES 



7* TOTAL NO OF PAGFJ 

-550 





9a ORIGINATOR'S REPORT NUMBERfSj \ 



' — - n&i-vn I niuvt)tn[j; 

HI-2239-RR-VH - If [ 

ICWT'' il < m ‘ ~" T ' ~ ‘ 



9b ' S7» M i5o"* P °" T Nt * S ' ) Mnv othtr numbtn (hal may ba 



II SUPPLEMENTARY NOTES 



13 ABSTRACT 



di stribution statement a 

Approved for public release; 
.Distribution Unlimited 



1 2 S PON SORING liTuTAW'rA C T I VI T Y 

Defense Advanced R 
lAOO Wi Ison Blvd. 
.Arlington. Virginia 22209 



Defense Advanced Research Projects Agency 
U00 Wilson Blvd. 



This report sets down the results of research on some of the signif- 
icant problems relating to energy and national security. The 
relationship of the security of oil supplies to market conditions in 
the past and in the future is examined. An analysis is made of the 
scope of oil revenues for domestic and foreign investment and of the 
patterns of economic development and investment in Middle East oil 
producing countries. The general questions of access to non-oil 
global resources and the relationship of energy and American economic 
security are addressed. 



n9> 




DD Mr.. 1473 



UNCLASSIFIED 



Security Classification 












*** 

* j /il 






' ..i ' I 












. 




i in ! ; ' 1 , i 



Ih . i < i ‘ 1 1 



V- 



p.% >, 



LINK A 

t 

1-0.. fc. I 



INSTRUCTIONS 



LINK fl 
no.. E ! « r 



1. ORIGINATING ACTIVITY Enter the name and address 
of the com ran or. subcontractor, giantee, Department of De- 
fense activity or other organization ( corporate author) issuing 
the report. 

2a. REPORT SECURITY CLASSIFICATION; Enter the over- 
all security classification of the report. Indicate whether 
"Restricted Data" is included. Marking is to be in accord- 
ance with appropriate security regulations. 

2b. GROUP: Automatic downgrading is specified in DoD Di- 
rective 5200.10 and Armed Forces Industrial Manual. Enter 
the group number. Also, when applicable, show that optional 
markings have been used for Group 3 and Group 4 as author- 
ized 



10. AVAIL ABILITY /LIMITATION NOTICES; Enter any lim- 
itations on further dissemination of the report, other than those 
imposed by security classification, using standard atatementa 
such as; 



3. REPORT TITLE; Enter the complete report title in all 
capital lettera. Titles in all casea ahould be unclassified. 
If a meaningful title cannot be selected without classifica- 
tion, show title classifies! ion in all capitals in parenthesis 
immediately following the title. 

4. DESCRIPTIVE NOTES: If appropriate, enter the type of 
report, e.g., nterim, progress, summary, annual, or final, 
Give the inclusive dates when a specific reporting period is 
covered. 



5. AUTHOR(S): Enter the name(s) of nuthorfs) aa shown on 
or In the report. Enter laat name, first name, middle Initial. 

If military, show rank and branch of service. The name of 
the principal author ia an absolute minimum requirement. 

6. REPORT DATE: Enter the date of the report as day, 
month, yeai; or month, year. If more than one dote appears 
on the report, use date of publication. 

la. TOTAL NUMBER OF PAGES: The total puge count 
should follow normal pagination procedures, i.e., enter the 
numher of pages containing information. 

7b. NUMBER OF REFERENCES Enter the total number of 
referencea cited in the report. 

8a. CONTRACT OR GRANT NUMBER; If oppi jpriate, enter 
the applicable number of the contract or grant under which 
the report was written. 

8b, 8c, Br. 8tf. PROJECT NUMBER; Enter the appropriate 
military department identification, such as project number, 
subproject number, system numbers, task number, etc. 

9a. ORIGINATOR'S REPORT NUMBER(S): Enter the offi- 
cial report nutv ber by which the document will be identified 
and controlled by the originating ucttvity. This number must 
be unique to this report. 

9b. OTHER REPORT NUMBER(S); If the report has been 
assigned any other report numbers (cither by the originator 
or by (be sponsor), also enter this number(a). 



(1) 

( 2 ) 

(3) 



‘‘Qualified requesters may obtain copies of this 
report from DDC. ” 

‘‘Foreign announcement and dissemination of this 
report by DDC is not authorized.” 

‘‘U, S. Government agencies may obtain copies of 
thia report directly from DDC. Other qualified DDC 
usera shall request through 



(4) 



*‘U. S. military agencies may obtain copies of this 
report directly Iron DDC. Other qualified uaers 
shall request through 



(S) 



‘‘All distribution of thla report ia controlled. Qual- 
ified DDC users shall request through 



If the report haa been furnished to the Office of Technical 
Services, Department of Commerce, for sale to the public, lndi-| 
cate this fact and enter the price, if known. 

11. SUPPLEMENTARY NOTES: Use for additional explana- 
tory notes. 

12. SPONSORING MILITARY ACTIVITY: Enter the name of 
the departmental project office or laboratory sponsoring (pay- 
ing for) the research and development. Include address, 

13. ABSTRACT: Enter an abstract giving a brief and factual 
summary of the document Indicative of the report, even though 
it may also appear elsewhere in the body of the technical re- 
port. If additional space is required, s continuation aher t 
shall be attached. 

It is highly desirable that the abstract of classified re- 
ports he unclassified, Each paragraph of the abstract ahatl 
end with an indication of the military security classification 
of the information in the paragraph, represented as (TS), ( S ), 

(C). or (U). 

There is no limitation on the length of the abstract. How- 
ever, the suggested length ia from 150 to 225 words. 

14. KF.Y WORDS: Key words are technically meaningful terms 
or short phrases that characterize a report and may be used as 
index entries for cataloging the report. Key words must be 
selected so that no security classification Is required, Men- 
fiors, such as equipment model designation, trade name, mili- 
tary project code name, geographic location, may be used as 
key wools but wtll he followed by an indication of technical 
context. The assignment of links, rules, and weights la 



optional. 






nmm 



'Security Classification 















T ' - 





